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We are firmly
committed to attracting and
retaining the best talent

in the industry.

Employees at FMC’s Houston manufacturing facility complete work on one of
22 subsea trees supplied for Chevron’s Agbami Project offshore Nigeria.




Financial Highlights

FMC Technologies, Inc. Financial Highlights

{n millions, except per-share, common stock and employee data) 2006 2005
Total Revenue $.. 37907 $ 3,139.3
Income from continuing operations 5 211.5 $ 131.5
Adjusted income from continuing operations, a non-GAAP measure ‘ $ 141.6
Diluted earnings per share:

Income from continuing operations <% " 3.01 $ 1.86
Adjusted income from continuing operations, a non-GAAF measure $ 2.00

Financial and other data:

Commeon stock price range

$4500- $71.33

$29.05-% 43.78

At December 31

\

Net debt™
Order backlog™

Number of employees

3 1389
3 2,653.5
11,000

3 103.0
5 1,886.2

10,000

{1}  Net debt consists of short-term debt, long-term debt and the current portion of long-term debt, less cash and cash equivalents,

{2)  Order backlog is calculated as the estimated sales value of unfilled, confirmed customer orders at the reporting date.

Reconciliation of Non-GAAP Measure to Earnings Reported in Accordance with GAAP

'

-
(In millions, except per:share data)

Income from
Continuing Ops

Per Diluted Share

Twelve months ended December 31, zoos

As reported in accordance with CAAP $ 131.5 $ 1.86
Unusual Items

Less: Gain on disposal of investments (15.4) {o.22}
Plus: Tax expense - JOBS Act Repatriation 255 0.36
Adjusted income, a non-GAAP measure $ 141.6 $ 2.00

A

2006 Revenues

Total $3.8B

Energy Production Systems

Energy Processing Systems

FoodTech

Airport Systems
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Operations Review

Energy Production Systems

*  Revenue of $2.2B was up 27% due to strong subsea systems sales.
*  Operating profit increased 49% to $191.2M.

. Backlog is $2.0B, a new record, and inbound orders reached $2.88.

Energy Processing Systems

*  Sales reached $672.3M, due mainly to strong demand for WECO"/Chiksan®
equipment.
*  Operating profit of $100.9M increased 87% over last year.

*  Inbound orders were $763.5M, up 21%, and backlog at year end was $306M,
up 42%, due to the strong demand across most businesses.

FoodTech

*  Sales of $533.4M were up marginally. Improverments in poultry processing demand
were offset by reduced volumes for food processing equipment, especially in tomato
and fruit processing markets.

*  Operating profit of $47.2M improved 18%.
*  Backlog of $168.8M is up 30%.

Airport Systems

*  Sales were up slightly to $344M due to strong sales for passenger boarding bridges
and business expansion of airport services.

*  Operating profit of $25.9M was up 9% over 2005,
*  Backlog grew to $152.7M, up 63%.

Revenue $M
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1,000

500§

7001

600 -




FMC Technologies, Inc. Operations Review
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Stock Appreciation

—_— FTI
— 05X
— S&P 500
2001 2002 2003 2004 2005 2006

5-year comparison of the cumulative return of
our common stock compared to the Qi
Service Sector Index (O5X) and the S&?
Composite 500 Stock Index.

Net Debt & Sale Leaseback
Obligations

o1 ‘o2 ‘o3 ‘o4 ‘o5 ‘ob
-] Sale Leaseback
B Net Debt

To Our Employees and Shareholders

I am pleased to be able to say that 2006 was another successful year for
FMC Technologies. We continued our record of strong performance, achieving our fifth
consecutive year of both reverue and earnings growth. We strengthened our competitive
position in our businesses, advanced our technology leadership, and delivered leading-
edge technology solutions to an energy industry facing increasingly demanding
challenges. :

Our Successes

Increased our earnings per share from continuing operations to $3.01, up 62 percent
over the previous year

- Crew subsea production systems’ revenue to $1.8 billion, a 26 percent increase over
the previous year

Increased operating profit from Energy Systems by 60 percent over the p}ior year
Grew total company backlog to a record $2.7 billion

Acquired Galaxy Qilfield Service, which expands our surface production systems
portfolio to include heavy oil extraction capabilities

Divested our floating systems business, recording a $53 million pre-tax gain, to
focus on our growing subsea, surface wellhead, and fluid control businesses

Our Challenges

Managing the challenges of strong growth - assuring sufficient manufacturing
capacity, opening service and supply bases in remote environments, attracting and
retaining engineering and project management talent, and adapting our systems to
the strong market canditions

Financial Performance

Since our IPO in 2001, earnings, revenue and operating profit have all grown at
double-digit rates, and inbound orders and total company backlog have reached record
highs. For the year, we reported revenue growth of 21 percent, to a record $3.8 billion
driven by the strength of our subsea systems, surface wellhead and WECO®/Chiksan®
products. Income from continuing operations rose 61 percent, to $211.5 million, or
$3.01 per diluted share.

Revenue in our Energy Production Systems businesses grew 27 percent over 2005,
reaching $2.2 billion, and operating profit increased 49 percent to $191.2 million,
primarily due to higher volumes and margins for subsea systems. Our surface wellhead
business contributed higher volume and rriargin improvements due to strong market
demand. We received orders totaling $2.8 billion, including contracts in West Africa, the
North Sea, Australia, Brazil and the Gulf of Mexico. Additionally, backlog reached a new
high of $2.0 billion.

Strong demand for WECO®/Chiksan® equipment by service companies along with
continued strong demand for marine loading systems and material handling equipment
drove revenues for Energy Processing Systems to $672.3 million and operating profit to
$100.9 million. Inbound orders for equipment were $763.5 million, up 21 percent, and
backlog was $306 million, up 42 percent.

In our FoodTech businesses, revenue of $533.4 million increased marginally and
operating profit of $47.2 million improved by 18 percent. Operating profit improvement
was the result of a more favorable mix of products and services primarily in our cooking
and freezing business. At year-end, backlog was $168.8 million, up 30 percent.

Higher volumes in our Airport Systems businesses resulted in a 5 percent increase in
revenue 10 $344 million, and operating profits of $25.9 million. Backlog grew to
$152.7 million, up 63 percent.




A Look at Our Operations

Our strong inbound in 2006 is largely attributable to the award of a number of large
subsea contracts. Early in the year, Statoil awarded FMC a contract to provide subsea
systems for the Tyrihans project in the North Sea. Valued at $216 million, the contract
covers the supply of 13 subsea trees and associated equipment. More recently, we won
the contract for Statoil’s Gjga project, valued at $210 million for 14 subsea trees, 5
template structures with manifolds, and associated equipment. Chevron chose us to
provide subsea systems for its Frade project in the Campos Basin offshore Brazil. The
scope of supply for this $130 million project includes 19 enhanced horizontal subsea
trees and other equipment. In addition, we continued our productive relationship with
Petrobras, signing a multi-year frame agreement valued at $80 million covering the
supply of 30 subsea trees and related equipment designed for water depths of 2,000
meters offshore Brazil. Petrobras also chose FMC to supply the subsea ga§ production
system for its Mexihdo field in the Santos Basin offshore Brazil. Valued at $122 million,
our scope includes six subsea trees, two subsea manifolds and related equipment. Under
our preferred provider agreement with Woodside Energy, we were awarded the Vincent
project offshore Australia valued at $81 million.

Last year, we reported on our first success in receiving a contract for the supply of a
subsea separation system for Statoil’s existing Tordis field. This year, Shell awarded FMC
a contract to supply the first subsea production system involving a subsea processing
system for a completely new field for Shell’s BC-10 project, offshore Brazil. The scope of
supply for this phase includes 10 subsea trees, four subsea manifolds, six subsea
boosting and separation systems and related subsea equipment. The subsea system will
be engineered and manufactured at FMC Technologies’ facilities in Brazil. Deliveries are
slated for 2008.

Our surface wellhead business continued to strengthen on a global basis driven by
increased rig activity and gains in market share. During 2006, we invested in people,
infrastructure and new products providing our customers with technology to complete
wells faster and more cost effectively. Operators have responded enthusiastically to our
shallow water subsea strategy, which allows offshore platforms to be replaced with
subsea technologies in water depths of less than 400 feet. The acquisition of Galaxy
Oilfield Service increases our Canadian presence and gives us the capability to participate
in heavy oil extraction projects, especially Canadian oil sands projects. In addition, our
focus on technology and strong after-market support has allowed us to expand our
customer base with new projects in the Middle East, the North Sea, West Africa and the
Far East.

Energy Processing Systems’ record results were driven by increased levels of activity
in worldwide drilling. Our Fluid Contro! business reported higher volume and operating
margins on WECO®/Chiksan® equipment due to strong demand from service companies.
Our Loading Systems business reported a 26 percent growth in revenue for the year and
a sizable profit gain on strong LNG activity.

Our FoodTech business overcame a series of setbacks and has reported higher
operating profit in 2006. Over the past two years this business has contended with the
impact of devastating hurricanes, drought and crop disease to the Florida citrus business,
reduced volumes for canning and sterilization equipment and more recently, a slowing
North American poultry market. In response, FoodTech has grown its aftermarket
business, increased its services capabilities, expanded its international presence outside
of its North America base and introduced a number of innovative new products. Among
FoodTech’s successes in 2006 was a $25 million system sale to Inghams of Australia for
two complete poultry processing lines.

FMC Technologies, Inc. Chairman’s Letter
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Unique, high-temperature equipment
used in thermal well production
of Canadian oil sands.

Return on Investment

%
25

2001, 2004 and 2005 return on investment are
caleulated using adjusted income from continuing
operations. See Reconciliation of non-GAAP measure
on page 72.
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The Airport Systems business has steadily grown revenue and profits following the
~ downturn in the airline industry resulting from the 2001 terrorist attacks. Continuing on
our past successes, we have grown our Airport Services business, which provides
centralized management of airport facilities, gate and baggage handling systems, and

\"“RE"'enue ' equipment maintenance. During 2006, we added new service contracts at airports in
$8 ™ w Boston, Philadelphia and Washington D.C. The United States Air Force awarded FMC a
40 S . $38 $45 million contract for Trailer Mounted Air Conditioners, which provide pre-conditioned
air for pre-flight cooling of aircraft. We also expanded our business in the Asia Pacific
35 region, including a contract from Federal Express to supply loaders for their hub in
3.0 China.
)
. 25 A Look Back
2.0 e As | look back at our accomplishments over the last six years since we became a

public company in 2001, | am pleased with the significant progress we have made.

From the outset, we managed our businesses according to a set of high ethical standards
and strategic principles that have served us well. During this time, we were twice named
the No. 1 Most Admired Qil and Gas Equipment, Services Company by FORTUNE
Magazine’s annual listing of most admired companies. This is in large part due to our

histery as a solutions provider, our ability to continuously innovate, our strong financial
management, and the exceptional capability of our people.

Today, | believe we are at the forefront of technical innovation ard we are

deUStt‘?d EP{IS, from Continuing recognized as the preeminent solutions provider in our industry segment. Our initiatives
rati . - .
s perations and efforts have resulted in some significant achievements:
350 +  Completion of an IPO in 2001 and subsequent separation from FMC Corporation
' $3.01 which unlocked significant shareholder value and allowed us to focus on the
3.00 3- high-growth subsea market
- Growth in diluted earnings per share from continuing operations from
2. . .
50 $0.72 in 2001 to $3.01 in 2006, a 33 percent compound annual growth rate
2.00 Doubling revenue from $1.9 billion in 2001 to $3.8 billion in 2006
1.50 - Increase in subsea market share from 22 percent in 2001 to 36 percent through the-_
end of 2006 -

100 +  Increase in backlog to a record $2.7 billion

0.50 Improvement in after tax return on investment from 8 percent in 2001 to over

21 percent in 2006

0.00 " " .
o1 ‘o2* ‘o3 ‘o4 o5 ‘ob +  Development of the best customer relationships in the industry

" Before the cumulative effect of accounting changes

um - Advancement of our technology portfolio beyond our traditional subsea completion
{1}  See reconciliation of non-CAAP measure on page 72.

equipment into new technologies such as subsea separation and boosting, subsea
gas compression, and advanced electric subsea contrals and into subsea services
such as light-well intervention

Backlog - Growth in subsea contracts in all producing basins and development of local
$B manufacturing capacity to meet our customer’s needs
301 . Growth in our other energy businesses such as surface wellhead, fluid control and
$27 measurement systems
25 . - +  World<lass safety performance
L .
200 $19 |- Management Succession
$1.5 L Over the past few months, we have been working to complete a seamless transition
1.5 : . . . . T .
3 to what | believe will be exceptional new leadership as | pass the responsibilities of Chief
Lok $09 o9 $10 o Executive Officer to Peter Kinnear in March 2007. | lock forward to continuing my role
! 3 as Chairman of the Board and supporting Peter and his team in their new roles.
. oay
o5 : e
3 |- Our strong technology base, global manufacturing presence, and strong focus on
06 . \ Q1 . , execution are primarily attributable to the positive impact that Peter has had on our
‘o1 ‘o2 ‘o3 ‘a4 ‘o5 Tob company over his 35-year tenure. Peter built the subsea business into the global leader it

is today. His extensive industry knowledge, close relationships with our customers, and
goodwill among employees will serve the Company well going forward.
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Peter will be supported by an experienced management team. The Board of
Directors recently appointed John Gremp as Executive Vice President to lead all of our
energy related businesses. With 31 years of service to FMC, John has extensive
operations expertise and global management experience in our oilfield businesses.

Robert L. Potter and Tore H. Halvorsen have been appointed Senior Vice Presidents,
reporting to John Gremp. Bob, a 33 year FMC veteran, will continue to be responsible for
all of the Energy Processing segment businesses and will add to his responsibilities the
global surface wellhead business. Tore will lead our subsea businesses on a global basis.
Tore has been with FMC since our acquisition of Kongsberg Offshore in the early 1990s
and has led much of our technology development in the subsea area. '

We are guided by an exceptional Board of Directors with extensive energy industry
expertise. Our Board has been a tremendous source of advice and counsel to me through
the years and will continue to be to Peter.

Positioned for the Future

As | step down as CEQ, | am confident that the Company can and will continue to
provide outstanding shareholder value. It has been my privilege to serve as CEQ since we
became a public company. Our success has been the direct result of the outstanding
leadership of our Board, the depth of our management team and the hard work of our
people. | thank each of them for all that they have contributed.

Joseph H. Netherland
Chairman and Chief Executive Officer
February 28, 2007

Chairman’s Letter

Peter D. Kinnear Joseph H. Netherland
President and Chief Executive Officer, Chairman
Effective 3/15/2007 Effective 1/15/2007
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A Message from the President

We have had great success since our IPO in 2001, and we are optimistic about the
future. Under Joe Netherland’s dedicated leadership, we created a well-managed
company with market leadership positions, innovative technology and some of the best
employee talent in the industries we serve. | look forward to leading the Company in the
years ahead and achieving continued success.

Strategic Focus

Our customers’ chalienges continue to get tougher, especially in the energy
exploration, development and production segment. Deeper water, remote fields, declining
recovery rates and a tight market for technical talent are just a few of the issues we face.
Our goal as a company is to continue to “Be our Customers’ Most Valued Supplier.”

To achieve our goal, we must develop new preducts and technologies that solve our
customer’'s most difficult challenges.

Through a relentless focus on,

. customers

. pe'OpIe

«  technology.

+  performance

. integrity

+  quality health, safety, and environment [QHSE)

we plan to develop new products and solutions for our customers while
delivering the growth in revenues, earnings and cash flow that will provide solid results
for our shareholders.

Customers

We have developed partnerships and alliances with key customers such as Statoil,
Shell, Hydro and many others. We are committed to building relationships with
customers that enable us to understand their needs, develop solutions based on those
needs, and help them to continue to lower their costs. In our facilities, our engineers
work beside our customers’ engineers on their key projects. These collaborative types of
customer relationships have contributed to our success and have allowed us to solve
some of the most challenging issues for our customers. Our customer relationships have
baen and will continue to be vitally important to us.

People

We remain firmly committed to attracting and retaining more than our share of the
best talent in the industry. Our multi-faceted businesses provide us an opportunity to
quickly develop management and technical depth and provide our employees
opportunties to grow. In Fortune’s List of Most Admired Companies, we have ranked #1
for two consecutive years in employee talent in the category of Gil and Gas Equipment,
Service Companies

We also have one of the most experienced management teams in our sector of the
oilfield service industry developed almost exclusively from within the company.
We are warking closely with key business and engineering universities to attract the best
and brightest talent. And, our rigorous management development process has enabled us
to grow our businesses significantly over the last several years.

10

Riserless Light Well Intervention is used'
in the North Sea on wellheads as deep as
550 meters (1,815 feet). FMC plans to-
extend the range to one kilometer

{more than a half mile) in 2007.

‘

We are committed
to a “QHSE Focus
in All We Do.”




Technology

FMC Technologies has always
excelled at addressing difficult challenges
with advanced, reliable technology. In all
of our businesses we are acknowledged
as technology leaders. Some of these
technologies are profiled in greater detail
later in this report. In subsea, we hold
12 of the last 17 deepwater completion
depth records. In 2003, the purchase of
CDS Separation Technologies provided
us a foothold in the separation systems
market. As a result, we have been the
first to market with full scale subsea
separation systems. Qur light well
intervention technelogy is helping
operators reduce the casts of subsea well
interventions. We are currently working
on a project to advance our subsea gas
compression capabilities. We believe our
subsea tree, control systems and
manifold technologies, combined with
these newer subsea technologies and
services will provide continued
opportunities for us to help develop
remote fields, address declining recovery
rates and service a growing population
of subsea wells.

Our technology focus goes beyond
subsea. Our acquisition of Galaxy
provides our surface wellhead business
with a thermal technology to provide
heavy oil extraction capabilities. We
have also developed a new well service
pump with state of the art technology to
complement our fluid control offerings
to the pressure pumping market.

Lost Workday Injuries & lllnesses

per 100 Full-Time Workers

lor

0.0 ML L .

2005 Average 2006

Performance

To continue to grow, we need to
execute superbly in everything we do.
Within our businesses, we will focus on
continuous improvement while
delivering sustained finarcial
performance. Our strong balance sheet
and strong cash flow will enable us to
fund internal growth oppoertunities and
selective acquisitions.

We pride ourselves on delivering
on-time reliable cost-effective solutions
to our customers, Over the past several
years, we have added capacity to meet
subsea demand with new manufacturing
facilities in Malaysia and expanded
facilities in the United States, Brazil,
Scotland, and Norway. We have
increased our presence in West Africa
with several assembly and test facilities,
Operationally, our employees are
intensely focused on quality, reliability
and on-time delivery.

Integrity

One of FMC's most valued
traditions is our “Commitment to Ethics.”
We are proud of our long record of
ethical conduct and are committed to the
highest standards of ethical business
practices going forward. Our
commitment is backed up by specific
actions. In addition to our Code of
Business Conduct and Ethics, we have a
comprehensive training programs and a
third party administered ethics hot-line.

Total Recordable Injuries & Illinesses

per 100 Full-Time Workers

10

2005 Average 2006

FMC Technologies, Inc. President’s Letter

Quality, Health, Safety and the
Environment (QHSE)

Quality, health, safety, and the
environment are core values to the
Company and are managed as an
integral part of our business to benefit
employees, shareholders, customers and
the communities in which we operate.
We believe that increased QHSE
performance can increase business
performance. We are committed to a
“QMSE Focus in All We Do.”

Outlook for 2007

FMC Technologies is rich in
opportunities. We have a record backlog
of $2.7 billion. In 2007, we expect our
energy businesses to have another strong
year, primarily driven by the secular
growth in subsea systems. Additionally,
we anticipate increased operating profits
in both FoodTech and Airport Systems.

With a focus on the areas
outlined above, | believe FMC
Technologies is well positioned to be our
customers’ most valued supplier, which
will drive our success and growth.
| believe this will add value for our
shareholders, provide solutions for our
customers and create opportunities for
our employees. | am excited about
our future.

%_—-
Peter D. Kinnear
President and COO
February 28 ,2007

FMC Technologies

(]

Oil & Gas Machinery

B Manufacturing Industry
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The first commercial application of a full-scale subsea separation system, manufactured by
FMC Technologies for Statoil’s Tordis Field.

12
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Technologies Shaping Our Future

One of the key factors in FMC Technologies’ six-year record of
growth is our emphasis on technology leadership in each of our
businesses. As a company, we are continuously pursuing ways to create
solutions to meet customers’ needs. Our ability to provide products and
services that deliver increased value has helped us build exceptional

relationships with some of the world’s leading companies.

A Tradition of Advancing Subsea Technologies

Finding new reserves of oil and gas is becoming more challenging. Many mature
fields are in decline and new fields are more difficult to develop. Explorers are working
in record water depths and dealing with extreme reservoir pressure and temperatures.
As a result, operators are also looking for new technologies which allow them to recover

more reserves from existing fields.

FMC Technologies has a long history of developing a broad range of integrated
solutions to help operators solve the challenges encountered in new field developments.
Many of these solutions have been developed through our technology agreements and
strategic alliances with customers. By aligning with customers, we have developed
breakthrough inndvations and a total solutions approach, creating value that extends

well beyond the product being delivered.

In the mid 1990s, the Company forged multi-year, preferred-provider alliances with
strategic customers. The first was established in 1994 when FMC teamed with Statoil
and Norsk Hydro to provide new-technology subsea systems. That alliance led to a
Technology Agreement in 1996 with Statoil, Shell, Total, and ExxonMobil to introduce
standardization to subsea field development. FMC Technologies promised to find
technical selutions that-would cut the cost of subsea systems by 25 percent, a promise

we kept.

i

The Hinge-Over-Subsea Template (HOST) was among the first standardized,
building block subsea technologies developad. As the search for oil‘moved deeper,
we have helped customers overcome a number of deepwater technical hurdles,
developing high-pressure, high-temperature {HPHT) subsea completion systems capable

of handting pressures up to 15,000 psi and temperatures of 350 degrees F

{177 degrees C). First employed at Shell’s Princess project, these subsea systems ushered

in a new generation of subsea systems.

We are committed
to building
relationships with
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customers that
enable us to
understand their
needs, develop
solutions based on
those needs, and
help them to

“continue to lower

their costs.
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Subsea Wel! Interventions

One of the most critical problems
in subsea operations is how to
economically service the wells that
require more intervention. Subsea wells,
by definition, are more difficult to
service than dry trees. That means they
are serviced less often. As a result, they
typically achieve lower production rates
over the life of the well.

In response, we developed Riserless
Light Well Intervention {RLWI), which
enables intervention from a dynamically
positioned vessel. RLWI technology is
operated from the surface vessel only by
an umbilicat line rather than through a
heavy and expensive workover riser, and
can perform about 70 percent of the
operations that can be done with a rig.
Using RLWI, operators can perform such
operations as logging, gauging, plugging,
reperforating and other downhole
operations. This technology has reduced
the cast of intervention over convention-
al methods by more than 6o percent and
is expected to increase oil recovery rates
in many subsea developments,

In 2006, FMC began its first full
year of a six-year contract with Statoil to
apply RLWI1 technology in its North Sea
subsea instaltations on wellheads as deep
as 1,815 feet. Plans call for this range to
be extended ta one kilometer (3,280 feet)
by 2007. We are currently evaluating
other opportunities to employ more
RLWI systems in other major producing
basins. By 2012, forecast indicate that
over 2600 subsea wells will be greater
than five years old, thus requiring
intervention. Thus, we see tremendous
growth potential in this technology.

14

Subsea Processing

Subsea processing, one of the
industry’s next frontiers, is the ability to
simply and reliably process fluids on the
seabed. This potentially game-changing
technology helps operaters increase
production while reducing the cost
required for pipelines, risers and topside
processing equipment. It is especially
attractive in maturing fields where the
armount of produced water grows.

Subsea processing consists of
treating produced fluids, upstream of
surface facilities at or below the seabed,
including oil/gas/water separation, active
sand management, multi-phase pumping,
gas compression, and flow assurance.
The first commercial application of a
full-scale subsea processing system will
be installed in an increased oil recovery
project at Statoil’s Narth Sea Tordis field
in 2007 in 656 feet {200 meters) of
water. At Tordis, which was discovered
in 1987 and came on stream in 1994, our
subsea processing equipment along with
other upgrades is expected to improve
the field’s .recovery factor from 49 to
55 percent, or roughly 35 million extra
barrels of oil. Our subsea processing
equipment is expected to contribute
19 miflion barrels of that increased
recovery. This will be achieved by
removing the water from the well stream
subsea and then reinjecting the water
into a separate subsea well, thus
reducing the back pressure toward the

Tordis field and allowing more
hydrocarbons to be produced. The oil
and gas will then be boosted through a
multiphase pump back to the field’s
Gulfaks C offshore platform,

FMC is also working with Shell in
developing the first completely new field
to employ subsea processing in Shell’s
BC-10 project, offshore Brazil. The scope
of supply for this phase of the project
includes 10 subsea trees rated for 10,000

psi, four subsea manifolds, six subsea
boosting and separation systems and

FMC Technologies
excels at |
addressing |
difficult
challenges with
advanced, reliable

technology.

FMC Technologies’ inline separation technology provides the company with a cohpetitive
advantage in subsea processing capabilities for deepwater development.




related subsea equipment. The systems
employed here will enable new
development to proceed economically in
a field characterized by low reservoir
pressure and the need for artificial lift.

We are also working to develop gas
compression solutions for subsea
applications. Subsea gas compression
allows the operator to maintain gas
production as the reservoir pressure
declines. It also boosts gas pressure and
allows for transportation of the gas to
shore withiout the need for surface
facilities.

FMC Technologies, Inc. Technologies Shaping Our Future

Electricity for Subsea Systems

FMC Technologies began
developing subsea electric controls in the
1970s and has been supplying
commercial applications since 2001.
Today, electric controls offer rmany
economic, operational and environmental
benefits. Electric controls systems have
a guicker response time than hydraulic
controls, particularly in deepwater
applications. They even allow operators
to monitor the mechanical condition of
the valve and actuator, increasing
reliability.

Our lightweight, battery powered
systems offer operators a system capable
of being used in more remote areas.

We installed electric subsea actuators
powered by rechargeable batteries at
Statoil’s Statfjord field offshore Norway.
A prototype was installed in 2001,
followed by actuators for a full 16-well
system in 2002. The result was higher
than expected production increases, and
the investment required to retrofit the
system was paid back within a year.

In 2006, we completed installation of an

electric subsea control madule at
Statoil's Norne Field in the North Sea,
the first conversion of a production
manifold to all electric operation.

Riserless Light Well Intervention technology utilizes equipment connected to the surface vessel only
by an umbilical line rather than through a heavy and expensive workover riser.
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Integrated Flow Management

We are also developing all-electric
controls for use in integrated flow
management from subsea wells. Today,
the technology exists to complete wells
with as many as a dozen branches,
however, managing the flow of oil and
gas in these wells presents challenges.
Our goat is to install all-electric controls
downhole, similar to those installed on
the wellhead. These controls will allow
the operator to control all of the
branches and ali of the wells over long
distances.

Flow assurance is most critical in
systems with lonig pipelines such as
Norsk Hydro's Ormen Lange project,
Europe’s deepest subsea development off
the west coast of Norway. In developing
the subsea systems for Ormen Lange, we
worked with the operators to create
solutions to several important challenges,
including extremely low temperatures
and an irregular seabed floor that creates
the constant threat of hydrates and ice in
the pipelines, ’

We responded to the challenges by
integrating three flow-assurance systems

~based on our FlowManager™ software.

FlowManager is a comprehensive, real-
time flow-management system that
monitors and controls production rates
and optimizes deliverability for wells and
flowlines and will allow continuous
monitoring of Ormen Lange’s critical

‘production variables.
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Unconventional Sources of
Energy

In addition to pursuing new
technologies in subsea systems, we are
developing equipment that will facilitate
recovery of unconventional heavy oil
supplies. Through the 2006 acquisition
of Galaxy Qilfield Service of Edmonton,
Alberta, we expanded our capability in
thermal wellheads for heavy ol
applications. Galaxy is a market leader
in the supply of unique, high-temperature

-equipment used in the thermal well

production of Canadian oil sands. The
company has developed a unique steam
assisted gravity drainage (SAG-D) system
offering significant advantages over
competing technologies.

Oil sand is a mixture of sand, water
and heavy crude {or bitumen), which
must be separated to distill the oil in
useable form. Northern Canada holds
the world’s largest deposits of these
sands. With an estimated 1.7-2.5 trillion
barrels of bitumen in the ground, the
Canadian oil sands are the world's
second larg"est oil reserve after the
Middle East. This oil may be extracted
by excavation or by drilling using a
thermal wellhead, however, since
Canadian regulations limit excavation to
250 feet, Bo percent of the oil sand
reserves must be preduced using thermal
weltheads like those we acquired from
Galaxy. This technology also has -

" potential applications around the world,

including South America, Russia and the
Far East.

Using FMC’s FlowManager™ software,
operators on Norsk Hydro’s Grmen Lange
project can monitor the field’s

critical production variables.




New Technologies for Pressure
Pumping

Increases in well completion and
stimulation activities by major cilfield
service companies are providing new
opportunities for technologies for high-
pressure valves, fittings and pumps.
Recently, Fluid Control worked closely
with customers in completing
development of its new well service
pump used in hydraulic fracturing during
well stimulation operations. The new life
pump tested to 1 million cycles is
capable of extreme service at pressures
up to 20,000 psi and is offered in two
models with maximum ratings of 2,400
and 2,700 horsepower.

FMC Technologies, Inc. Technologies Shaping Our Future

FMC'’s new well service pump is used in hydraulic fracturing
) during well stimulation operations.

Within our businesses, we focus on

continuous improvement while delivering

sustained financial performance.

The scope of supply for Chevron's Agbami field offshore Nigeria includes 22 subsea trees and
associated structures, manifolds and production controf systems.

17

@
R
=
F]
1A
=]
o=,
B
z
w
El
|5
T.
E)
5
]
g
=
-
<
g
g
-]




@
@
Z
=
o
.
=1
&)
=]
.E
=4
o
£
v
W
K]
Ba
L)
[=]
c
=
1
-

FM( Technologies, inc.  Annual Report 2006

Technology on the
Flight Line

FMC Technologies technology
leadership is not limited to our energy
businesses. FMC’s aviation-related
products are among the most
technologically advanced equipment and
systems used by commercial airlines, air-
freight transporters, ground handling
companies and the U.S. Air Farce. Now,
we are helping airlines optimize
operations while reducing costs with our
new Intelligent Operations Performance
System [iOPS).

iOPS™ is designed to improve
terminal equipment reliability and
efficiency. iOPS core functions enable a
reduction in aircraft turn-times at the
gate and decrease fuel usage and
emissions by improving the efficiency
of ground support functions.

iOPS provides real-time tracking
and management operations that links
aireraft avionics data from existing
operations systems to critical ground-
based monitering systems on gate

-equipment, baggage handling systems

and ground support equipment. Its real-time
reporting allows airlines to predict
problems before they happen and save
money by improving planned
maintenance, reducing corrective costs
andiincreasing uptime,

FMC continues to develop new
technologies for some of the industry’s
most critical problems. As the industry’s
first patented forced-air deicing system,
AirFirst® employs high velocity air mixed
with small amounts of glycol (antifreeze}
as needed to rapidly remove snow and
frost from aircraft surfaces. The system’s
unique nozzle and power give it
unmatched reach, speed and efficiency
that is particularly useful for deicing
aircraft that have been sitting overnight
or waiting long periods to take off. For
FMC's aviation customers, it means less
money spent for deicing fluids, and less
time spent sitting on the ground.

18

FMC Airport Systems iOPS™ system provides real-time reporting that allows airlines to
improve terminal equipment reliability and efficiency and help prevent operational problems.




Technology in Food Processing

From the beginning, FMC FoodTech
has understood that using technology to
streamline operational procedures and
increase functicnality and efficiency is
essential to business. Through the years,
we have developed hundreds of solutions
that have revolutionized the food
processing industry.

Since 1921, FoodTech has set the
standard for sterilizing shelf stable
canned foods. Now, a new generation of
sterilization equipment is meeting food
processors’ need for efficiency, flexibility,
reliability and safety with the
introduction of the SuperAgi™ agitating
batch retort system.

The SuperAgi provides innovations
to food sterilization with water
immersicn technology. SuperAgi can
handle all types of containers—glass,
plastic, paperboard and steel cans—
allowing customers to offer a wider
range of packaging options. It is coupled
with our LOG-TEC® Process Management
Systemn, which controls the sterilization
process and generates records to meet
both Food and Drug Administration and
U.S. Department of Agriculture
requirements.

In 2006, the first SuperAgi system
was installed at Dairy Farmers of
America’s {DFA) facilities in Cabool,
Missouri. Manufactured in Sint Niklaas,
Belgium, and Madera, California, the
SuperAgi will be used to help DFA
process dairy and non-dairy canned
products such as its own Sports Shake
brand as well as coffee drinks for
Starbucks.

FMC Technologies, Inc. Technologies Shaping Our Future

Dairy Farmers of America uses FMC FoodTech’s Superagi™ agitating batch
retort system to process dairy and non-dairy canned products.

Another innovation is FMC's new
Libra ™ in-line weighing system which
allows processors to accurately and
easily meter, weigh and blend
ingredients within a processing line. The
new technology, introduced in October,
2006, will have a significant impact for
FMC customers in the snack, bakery,
fruit and vegetable industries. Unlike
earlier products on the market, the Libra
in-line device can measure the weight of
free-flowing materials with accuracy
greater than 9g percent. Libra's compact
design also requires less room than
competing systems.

Technology has long been an
irmportant FMC Technologies strength.
Our technical expertise provides us a
competitive advantage and is a key
reason for our leadership in most of our
markets. Going forward, FMC is defining
the next generation of technological
advancements to meet customer needs
and help our customers overcome their
most difficult obstacles.
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Asbjern Larsen 1. 3

Retired President and Chief Executive
Officer of Saga Petroleum ASA

Mr. Larsen served as President and Chief
Executive Officer of Saga Petroleum ASA
from January 1979 until his retirement in
May 1998, He served as President of
Sagapart a.s. {limited} in 1973 and from
1976 as Vice President (Economy and
Finance) of Saga Petroleum. From 1966
to 1973, Mr. Larsen was a manager of
the Norwegian Shipowners’ Association.
Mr. Larsen is currently Chairman of the
Board of Belships ASA and Vice
Chairman of the Board of Saga Fjordbase
AS. Mr. Larsen is also a member of the
Board of Selvaag Gruppen AS and of the
Board of DONG Energy AS
(Copenhagen) and a member of its Audit
Committee.

Asbjern Larsen
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Board of Directors

loseph H. Netherland

Chairman,
FMC Technologies, Inc.

Mr. Netherland currently serves as
Chairman of the Board of FMC
Technologies. Mr. Netherland served as
Chief Executive Officer of FMC
Technologies from 2001 to March 2007,
when he retired as an exective officer of
the company. Mr. Netherland was
President of FMC Technologies from
2001 to February 2006. Previously, Mr.
Netherland served as a director of FMC
Corporation from 1998 to 2001 and as
Executive Vice President of FMC
Carporation from 1998 until his
appeintment as President. Mr.
Netherland was the General Manager of
FMC Corporation’s Energy and
Transportation Group from 1992 to
2001. Mr. Netherland became General
Manager of FMC Corporation’s former
Petroleum Equipment Group and General
Manager of its former Specialized
Machinery Group in 1985 and 1989,
respectively. He serves on the Boards of
Directors of the American Petroleum
Institute, the Petroleum Equipment
Suppliers Association, Newfield
Exploration Company and the National
Association of Manufacturers. Mr.
Netherland is also a member of the
Advisory Board of the Department of
Engineering at Texas A&M University.

Joseph H. Netherland

James R, Thompson 2.3

Senior Chairman and Partner of the Law
Firm of Winston & Strawn LLP, Chicago,
llinois

Governor Thompson served as the
Chairman of the Chicago law firm of
Winston & Strawn LLP from january
1993 to September 2006. He joined the
firm in January 1991 after serving four
terms as Governor of the State of Illinois.
Prior to his terms as Governor, he served
as U.S. Attorney for the Northern District
of lllinois from 1971-1975. Governor
Thompson served as the Chief of the
Departrnent of Law Enforcement and
Public Protection in the Office of the
Attorney General of Illinois, as an
Associate Professor at Northwestern
University School of Law and as an
Assistant State’s Attorney of Cook
County. Governor Thompson was a
member of the National Commission on
Terrorist Attacks Upon the United States
{also known as the g/11 Commission).
He is the Chairman of the United
HEREIU Public Review Board and serves
on the Boards of Directors of FMC
Corporation, Navigant Consulting Group,
Inc. and Maximus, Inc.

james R, Thompson

1 Audit Committee, 2 Compensation Committee, 3 Nominating & Governance Committee



Thomas M. Hamilon - 2

Retired Chairman, President and Chief
Executive Officer of EEX Corporation

Mr. Hamilton served as the Chairman,
President and Chief Executive Officer of
EEX Corporation from January 1997 until
his retirement in November 2002, From
1992 t¢ 1997, Mr, Hamilton served as
Executive Vice President of Pennzoil
Company and as President of Pennzoil
Exploration and Production Company.
Mr. Hamilton was a director of BP
Exploration, where he served as Chief
Executive Officer of the Frontier and
International Operating Company of BP
Exploration from 1689 to 1991 and as
the General Manager for East
AsiafAustralia/Latin America from 1988
to 198g9. From 1985 to 1988, he held the
position of Senior Vice President of
Exploration at Standard Qil Company,
prior to its merger with BP. Mr.
Hamilton serves on the Board of
Directors of TODCO.

Thomas M. Hamilton

1 Audit Committee,

C. Maury Devine

C. Maury Devine !- 3

Retired President and Managing Director,
ExxonMobil Norway, Inc.

Ms. Devine served as President and
Managing Director of ExxonMobil
Corporation’s Norwegian affiliate,
ExxonMobil Norway, Inc., from 1996 to
2000. Prior to the merger of
ExxonMobil, she served as Secretary of
Mobil Corporation from 1994 to 1996.
From 1990 to 1994, Ms. Devine managed
Mobil's international government
relations. From 2000 to 2003, Ms.
Devine was a Fellow at Harvard
University’s Belfer Center for Science
and International Affairs. Prior to joining
Mobil, Ms. Devine served 15 years in the
United States government in positions at
the White House, the American Embassy
in Paris, France, and the U.S. Department
of Justice. Ms. Devine serves on the
Board of Directors of Det Norske Veritas
(DNV), the Washington Jesuit Academy,
and the National Foreign Language
Center. She is also a member of the
Council on Foreign Relations.

2 Compensation Committee,

Richard A. Pattarozzi

FMC Technalogies, Inc. Board of Directors

Richard A, Pattarozzi 2 3

Retired Vice President of Shell Qil
Company

Mr. Pattarozzi served as Vice President of
Shell Oil Company from March 1999
until his retirement in January 20c0. He
previously served as President and Chief
Executive Officer for both Shell
Deepwater Development, Inc. and Shell
Deepwater Production, Inc. from 19g5
until 199g. Mr. Pattarozzi serves cn the
Boards of Directors of Global Industries,
Ltd., Stone Energy Corporation,
Tidewater, Inc. and Superior Energy
Services, Inc.

Edward |. Mooney !

Retired Délégué Général—North
America, Suez Lyonnaise des Eaux

Mr. Mooney served as Délégué Général—
North America, Suez Lyonnaise des Eaux
from March 2000 until his retirement in
March 2001. From 1994 to 2000, Mr.
Mooney was Chairman and Chief
Executive Officer of Nalco Chemical
Company. He serves on the Boards of
Directors of FMC Corporation, The
Northern Trust Company, Cabot
Microelectronics Corporation and
PolyOne Corporation.

ooney

=

Edward ).
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3 Nominating & Governance Committee
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Peter D. Kinnear

President and Chief Executive Officer,
FMC Technologies, Inc,

Mr. Kinnear has served as President and
Chief Executive Officer of FMC
Technologies since March 2007. Mr.
Kinnear served as President and Chief
Operating Officer of FMC Technologies
from February 2006 to March 2007, Mr.

Kinnear served as Executive Vice

President of Energy Systems from 2004
to February 2006. Prior to Mr, Kinnear’s
appointment as Executive Vice President
in 2004, Mr. Kinnear served as Vice
President of Energy Systems for FMC
Technologies. Previously, Mr. Kinnear
served as Vice President of Energy
Systems of FMC Corporation from 2000
until he became a Vice President of FMC
Technologies, Mr. Kinnear served in a
variety of marketing and operating roles
within FMC Corporation since 1971,
prior to serving as Vice President of
Energy Systems. He serves on the Boards
of Directors of Tronox Incorporated, the
Petroleum Equipment Suppliers
Association and the Offshore Energy
Center.

Peter D. Kinnear
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1 Audit Committee,

Board of Directors (continued)

James M. Ringler 1+ 2
Retired Vice Chairman of Illinois Tool
Works Inc.

Mr. Ringler currently serves as Chairman
of the Board of NCR Corporation, Mr.
Ringler served as Vice Chairman of
Iinois Too! Works Inc. until his
retirement in 2004. Prior to joining
llinois Tool Works, he was Chairman,
President and Chief Executive Officer of
Premark International, Inc. from October
1996 until Premark merged with lllinois
Tool Works in November 1999, Mr.
Ringler joined Premark in 1990 and
served as Executive Vice President and
Chief Operating Officer until 1996. From
1986 to 1990, he was President of White
Consolidated Industries’ Major Appliance
Group, and from 1982 to 1986, he was
President and Chief Operating Officer of
The Tappan Company. Prior to joining
The Tappan Company in 1976, Mr.
Ringler was a consulting manager with
Arthur Andersen & Co. Mr. Ringler
serves on the Boards of Directors of The
Dow Chemical Company, Corn Products
International, knc. and Autoliv Inc.

Mike R. Bowlin

James M. Ringler

Mike R. Bowlin 2- 3

Retired Chairman of the Board of
Atlantic Richfield Co.

Mr. Bowlin served as Chairman of
Atlantic Richfield Company (ARCO) from
1995 until his retirement in April 2000
and as its Chief Executive Officer from
July 1994 until his retirement. From 1992
until his election to Chief Executive
Officer of ARCO in 1994, Mr. Bowlin
served as Executive Vice President and
then as President and Chief Operating
Officer of ARCO. Mr. Bowlin joined
ARCO in 1969 and became President of
ARCO Coal Company in 1985, Mr.
Bowilin served as Senior Vice President,
from 1987 t0.1992, and President, from
1992 to 1993, of ARCO International Oil
and Gas Company. Mr. Bowlin serves on
the Board of Directors of Edwards
Lifesciences Corporation and Horizon
Health Company. Mr. Bowlin is a former
Chairman of the Board of the American
Petroleum Institute.

Phillip ). Burguieres % 3

Chairman and Chief Executive Officer of_
EMC Holdings, LLC

Mr. Burguieres has been Chairman and
Chief Executive Officer of EMC Holdings,

-LLC since 2000. Mr. Burguieres is Vice

Chairman of the Houston Texans, and is
Chairman Emeritus of Weatherford
International. From 1981 to 198g, Mr.
Burguieres served as Chairman and Chief
Executive Officer of Cameron Iron
Works, Inc. Mr. Burguieres served as
Chairman, President and Chief Executive
Officer of Weatherford International
from 1991 to 1997. Mr. Burguieres
currently serves as a director of Newfield
Exploration Company and |P Morgan
Chase Texas.

Phillip |. Burguieres

2 Compensation Committee, 3 Nominating & Governance Committee



Peter D. Kinnear * (1)
President and Chief Executive Officer

William H. Schumann, t1 * (1)
Executive Vice President and
Chief Financial Officer

John T. Gremp *
Executive Vice President —
Energy Systems

Charles H. Cannon, Jr. *
Senior Vice President —
FMC FoodTech and Airport Systems

Jeffrey W. Carr *
Vice President, General Counsel and Secretary

Randall S. Ellis
Vice President and Chief Information Officer

David W. Grzebinski
Treasurer

Tore H. Halvorsen *
Senior Vice President -
Global Subsea Production Systems

Ronald D. Mambu *
Vice President and Controller

Michael W. Murray *
Vicé President —
Human Resources and Administration

Robert L. Potter *
Senior Vice President —
Energy Processing and Global Surface Wellhead

*  Executive Officer

(1} Effective March 15, 2007

FMC Technologies, Inc.  Qfficers

Officers

We are proud of our long record
of ethical conduct and are
committed to the highest
standards of ethical business
practices going forward.
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Balance Sheet — a financial statement
showing the nature and amount of a
company’s assets, liabilities and stock-
holders’ equity at a reporting date.

Capital Employed - a business segment’s
assets, net of liabilities, excluding debt,
pension, income taxes and LIFO reserves.

Cash Equivalents — highly liquid invest-
ments with original maturities of three
months or less.

Christmas Tree — an assembly of control
valves, gauges and chokes that control oil
and gas flow in a completed well,
Christmas trees installed on the ocean
floor are referred to as subsea, or “wet,”
trees. Christmas trees installed on land
or platforms are referred to as "dry”
trees.

Commercial Paper — an unsecured obli-
gation issued by a corporation or bank to
finance its short-term credit needs, with
maturities ranging from one day to 270
days.

Custody Transfer - in metering, refers
to a measurement device used in
calculating payment for product.

Deepwater — generally defined as opera-
tions in water depths of 1,500 feet or
greater.

Depreciation — a noncash expense repre-
senting the amortization of the cost of
fixed assets, such as plant and equip-
ment, over the assets’” estimated useful
lives.

Development Well — a well drilled in a
proven field to complete a pattern of
production.

Dynamic Positioning — systems that use
computer-controlled directional pro-
pellers to keep a drilling or production
vessel {such as a semisubmersible) sta-
tionary relative to the seabed, compen-
sating for wind, wave or current.

Earnings Per Share — net income divided
by the weighted-average number of
shares outstanding.

Effective Tax Rate — provision for income
taxes as a percentage of earnings before
income taxes and accounting changes.

Flow-Control Equipment - mechanical
devices for the purpose of directing,
managing and controlling the flow of
produced or injected fluids.

HP/HT (High Pressure/High
Temperature) — refers to deepwater
environments producing pressures as
great as 15,000 pounds per square inch
{psi} and temperatures as high as

350 degrees Fahrenheit {"F).

24

Glossary of Terms

Inbound Orders — the estimated sales
value of confirmed customer orders
received for products and services during
a specified period.

Intervention System — a system used for
deployment and retrieval of equipment
such as subsea control modules, flow-
control modules and pressure caps; also
used to perform pull-in and connection
of umbilicals and flowlines and to enable
diagnostic and well-manipulation
operations.

jumpers — connections for various
subsea equipment, including tie-ins
between trees, manifolds or flowline-
skids.

Management’s Discussion and Analysis -
a section of a report in which manage-
ment provides information necessary to
an understanding of a company's finan-
cial condition, results of operations and
cash flows.

Manifold - a subsea assembly that
provides an interface between the pro-
duction pipeline and flowline and the
well. The manifold performs several
functions, including collecting produced
fluids from individual subsea wells,
distributing the electrical and hydraulic
systems and providing support for other
subsea structures and equipment.

Operating Profit — a business segment’s
revenue, less its operating expenses,
excluding corporate staff expenses, net
interest expense, income taxes and
certain other expenses,

Order Backlog — the estimated sales
value of unfilled, confirmed customer
orders for products and services at a
specified date.

Risers - the physical link between the
seabed and the topside of offshore instal-
lations, for production, gas lift or water
injection purposes. Risers can be either
rigid or flexible and are critical compo-
nents of these types of installations.

RLWI — Riserless Well Intervention. Well
maintenance that is performed using
Dynamically Positioned {DP) vessels
instead of large anchored drilling rigs at
shorter time and lower costs. FMC's
RLWI technology includes patented
lubricator system with a recirculation of
hydrocarbons into the well. The system
is deployed through a moonpool! from a
dynamically positioned vessel and
installed on the subsea Christmas tree
without the use of anchors or risers.

Sale-Leaseback — sale of an asset for cash
with an agreement to lease it back from
the purchaser.

Statement of Cash Flow — a financial
statement that specifies the net cash a
company pays or receives during a
period.

Statement of Income - a financial state-
ment summarizing the company’s
revenues and expenses for a specific
period.

Subsea Separation and Processing —
Subsea processing consists of treating
produced fluids, upstream of surface
facilities at or below the seabed,
including oil/gasfwater separation, active
sand management, multi-phase pumping,
gas compression, and flow assurance.

Subsea System - ranges from single or
multiple subsea wells producing to a
nearby platferm, floating production
system or TLP to multiple wells
producing through a manifold and
pipeline system to a distant production
facility.

Subsea Tree — a “Christmas tree”
installed on the ocean floor. Also called a
“wet tree.”

TLP {Tension-Leg Platform) - an offshore
drilling platform attached to the seafloor
with tensioned steel tubes. The buoyancy
of the platform applies tension to the
tubes.

Topside - refers to the oil preduction
facilities above the water, usually on a
platform or production vessel, as
opposed to subsea production facilities.
Also refers to the above-water location of
certain subsea system components, such
as some control systems,

Truss Spar Platform — this modified
version of the floating production Spar
features an open truss in the lower hull,
which reduces weight significantly and
lowers overall cost.

Ultra-deepwater — usually refers to
operations in water depths of 5,000 feet
or greater.

Wellhead — the surface termination of a
wellbore that incorporates facilities for
installing casing hangers during the well
construction phase. The wellhead also
incorporates a means of hanging the
production tubing and installing the
Christmas tree and surface flow-control
facilities in preparation for the
production phase of the well.
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Management’s Discussion & Analysis
of Financial Condition & Results of Operations

Cautionary Note Regarding Forward-Looking Statements

Statement under the safe harbor provisions of the Private Securities Litigation Reform Act of 1995: FMC Technologies, Inc. and its
representatives may from time to time make written or oral statements that are “forward-looking” and provide information that is not
historical in nature, including statements that are or will be contained in this report, the notes to our consolidated financial
statements, our ather filings with the Securities and Exchange Commission, our press releases and conference call presentations and
our other communications to our stockholders. These statements invokve known and unknown risks, uncertainties and other factors
that may be outside of our control and may cause actual results to differ materially from any results, levels of activity, performance or
achievements expressed or implied by any forward-looking statement. These factors include, among other things, those described
under Risk Factors in Item 1A of the Annual Report on Form 10-K.

In some cases, forward-looking statements can be identified by such words or phrases as “will likely result,” "is confident that,” “expects,”
“should,” “could,” “may,” “will continue to,” “believes,” “anticipates,” "
similar expressions identifying “forward-looking statements” within the meaning of the Private Securities Litigation Reform Act of 19gs,

predicts,” “forecasts,” "estimates,” "projects,” "potential,” “intends” or

including the negative of those words and phrases. Such forward-looking statements are based on our current views and assumptions
regarding future events, future business conditions and our outlook based on currently available information. We wish to caution you not
to place undue reliance on any such forward-looking statements, which speak only as of the date made and involve judgments.

Executive Qverview

We design, manufacture and service sophisticated machinery and systems for customers in the energy, food processing and air
transportation industries. We have manufacturing operations worldwide and are strategically located to facilitate delivery of our
products and services to our customers. We operate Energy Systems (comprising Energy Production Systems and Energy Processing
Systems), FoodTech and Airport Systems business segments. Our business segments serve diverse industries with a wide customer
base. We focus on econemic and industry-specific drivers and key risk factors affecting each of our business segments as we formulate
our strategic plans and make decisions related to allocating capital and human resources. The following discussion provides examples
of the kinds of economic and industry factors and key risks that we consider.

The results of our Energy Systems businesses are primarily driven by changes in exploration and production spending by oil and gas
companies, which in part depend upon current and anticipated future crude il and natural gas prices and production volumes.
Fluctuations in raw material prices, such as the increase in steel prices in recent years, affect product costs in many of our Energy Systems
business units. However, in most of these business units, we have been able to pass on steel cost increases to our customers. Our Energy
Production Systems business is affected by trends in land and offshore oil and gas production, including shallow and deepwater output.
Additionally, given the substantial capital investments required from our customers to complete an offshore project, our customers’ overall
profitability influences our results. Qur Energy Processing Systems business results reflect spending by oilfield service companies and
engineering construction companies for equipment and systerns that facilitate the flow, measurement and transportation of crude oil and
natural gas. The level of production activity worldwide influences spending decisions, and we use rig count as one indicator of demand. In
the past year, oil and gas prices have been high relative to histarical levels, creating incentives for investment in the energy industry. This
trend benefited both of our Energy Systems businesses in 2006.

Our FoodTech business results reflect the level of capital investment being made by our food processing customers. The level of capital
spending is influenced by changing consumer preferences, public perception of food safety (e.g., effect of avian flu on poultry industry),
conditions in the agricultural sector that affect commodity prices, and by our customers’ overall profitability. FoodTech revenues include
variable rentals from equipment leases, such as citrus extractors. The hurricanes in Florida in 2004 and 2005 have devastated citrus crops
in that region, which has adversely affected our variable rental income from extractor leases. FoodTech volumes also may fluctuate as a
result of consolidation of customers in the commercial food processing industry.

The results of our Airport Systems business are highly dependent upon the profitability of our customers in the airline and air cargo
markets. Their profitability is affected by fluctuations in passenger and freight traffic and the volatility of operating expenses, including
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the impact of costs related to labor, fuel and airline security. There were positive developments in the airline industry during 2006, including
growth in passenger traffic and air cargo. However, we have experienced competitive pressures, especially in the passenger boarding
bridge product line, which has affected our pricing. tn addition, results in our Airport Systems business are influenced by the level of
purchases by the U.S. Air Force, which depend upon governmental funding approvals. Similar to Energy Production Systems, rising steel
prices have increased costs in Airport Systems, especially in our Jetway® business. '

We also focus an key risk factors when determining our overall strategy and making decisions for allocating capi‘tal. These factors include
risks associated with the global economic outlock, product obsolescence, and the competitive environment. We address these risks in our
business strategies, which incorporate continuing development of leading edge technologies, cultivating strong customer relationships,
and implementing strategic international expansion.
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In 2006, we again emphasized technological advancement in all of our segments. tn Energy Production Systems, we completed installation
of an all-electric subsea production system, which allows for more efficient production in ultra-deep waters than conventional systems
which rely on hydraulics. Several emerging technologies continued the transition frorm testing to commercial introduction including subsea
processing and separation, Riserless Light Well Intervention {"RLWI"), and Through Tubing Rotary Drilling/Completion. Energy Processing
Systems finished development of a new well service pump for introduction in 2007. FoodTech launched a variety of new products during
2006 designed to advance food quality and safety and lower costs, including products used by food processors and packagers, and has
several next generation products in our freezing and cooking product lines planned for launch in 2007. In 2006, Airport Systems designed
new mobile air conditioning units for the United States Air Force that should begin generating revenue in 2007. We are committed to
continuing our investments in technological innovations to expand our technology base, develop new products and increase profitability.

We have developed close working retationships with our customers in all of our business segments. Our Energy Production Systems
business results reflect our ability 1o build long-term alliances with oil and gas companies that are actively engaged in offshore deepwater
development, and provide solutions to their needs in a timely and cost-effective manner. We have formed similar collaborative
relationships with cilfield service companies in Energy Processing Systems, air cargo companies in Airport Systems and citrus
processors in FoodTech. We believe that by working closely with our customers we enhance our competitive advantage, strengthen our
market positions and improve our results.

in alt of our segments, we serve customers from around the world. During 2006, approximately 70% of our total sales were to non-U.S.
locations. We evaluate international markets and pursue opportunities that fit our technological capabilities and strategies. For example, we
have targeted opportunities in West Africa, Brazil and the Asia Pacific region because of the offshore drilling potential in those regions.

As we evaluate our operating results, we view our business segments by product line and consider performance indicators like segment
revenues, operating proﬁi and capital employed, in addition to the level of inbound orders and order backlog. A significant and growing
proportion of our revenues are recognized under the percentage of completion method of accounting, while our payments for such
arrangements are generally received according to milestones achieved under stated contract terms, Consequently, the timing of revenue
recognition is not correlated with the timing of customer payments. We may structure our contracts to receive advance payments which we
may use to fund inventory purchases. Working capital (excluding cash) and net debt are therefore key performance indicators of cash flows.

In December 2006, we completed the sale of our Floating Systems business from the Energy Production Systems segment. Floating
Systems supplies turret and mooring systems, riser systems and buoys for a broad range of marine and subsea projects. As a result of the
sale, our results have been revised for all prior periods presented to reflect Floating Systems in discantinued operations. in prior years,
Floating Systems was involved in several transactions that were material to our results including: {i) our contract with Sonatrach-TRC, the
Algerian Oil and Gas Company ("Sonatrach”), for which we incurred significant losses and {ii) the sales of our MODEC International LLC
and GTL Microsystems ventures in 2004 and 2005, respectively, which generated pretax gains of almost $70 million in total.

+
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Consolidated Results Of Operations
Years Ended December 31, 20086,
2005 and 2004

Year Ended December 31, Change
({$ in millions) 2006 2005 2004 2006 vs. 2005 2005 vs. 2004
Revenue - ’ $3,700.7 | $3,139.3 | $2,535.8 $651.4 2% $603.5 24%
Costs and expenses:
Cost of sales 3.026.4 | 2,541.5 | 20282 484.9 19 513.3 25
Goodwill impairment — — 6.5 —_ * (6.5) *
Selling, general and administrative expense 4104 361.3 329.2 49.1 14 32.1 10
Research and development expense 49.9 48.1 46.2 1.8 4 1.9 4
Total costs and expenses 3.486.7 { 29509 | 24101 535.8 18 540.8 22
Net gain (loss) on disposal of assets 1.2 29.6 (0.8) (28.4) * 30.4 *
Minority interests (2.5) (3.5} 0.1 1.0 * {3.6) *
Net interest expense (6.7} (5-5) (6.9) {v.2}) 22 1.4 (20}
Income before income taxes 2960 209.0 1181 87.0 42 90.9 77
Provision for income taxes ) 84.5 775 26.5 7.0 9 51.0 192
Income from continuing operations 2115 1315 91.6 80.0 61 39.9 44
tncome (loss) from discontinued operations, net of income taxes 64.8 {25-4) 25.1 90.2 * (50.5) *
Net income $ 2763 |% 106 |$ 1167 %1702 160% ${10.6) (9)%
L. o

Not meaningful

2006 Compared With 2005

Our total revenue for the year ended December 31, 2006 increased compared to the prior year, primarily as a result of our energy businesses,
which, after intersegment eliminations, generated $631.2 million of the revenue growth. Our Energy Production Systems businesses, which
provided $479.0 million of the increase, benefited from the high demand for equipment and systems, especially subsea systems, used in
the major oil and gas preducing regtons throughout the world. High oil and gas prices relative to historical levels continue to drive demand
for our Energy Processing Systems businesses providing $150.5 million in incremental revenue compared to 2005.

Cost of sales increased relative to 2005, but gross profit {revenue less cost of sales) increased $166.5 million compared to 2005. Higher
sales volume generated approximately 75% of the increase, particularly in our Energy Production Systems and Energy Processing
Systems businesses. Gross profit improvements in all of our segments refative to 2005 drove the remaining increase in gross profits,
The improvement was highly attributable to production cost reductions and shifts in product mix to higher margin products.

Selling, general and administrative expense for the year ended December 31, 2006 increased compared to the prior year, but declined as a
percentage of sales from 11.5% in 2005 to 10.8% in 2006. Higher costs in our Energy Production Systems businesses were primarily
responsible for the dollar increase, the result of increased headcount required for bid and proposal activity to pursue large scale subsea
projects. While we have expanded our operations to meet the growing demand, we have been able to reduce expenses as a percentage of
sales by leveraging our existing capabilities.

The absence of the $25.3 million gain on disposal of our investment in common stock of MODEC, Inc. recorded in 2005 contributed to
the decline in net gain on disposals of assets,

Net interest expense for the year ended December 31, 2006 was higher compared to the same period in 2005, primarily as a result of
higher average debt levels.

Income tax expense for the year ended December 31, 2006 resulted in an effective income tax rate of 29%, compared to an effective rate
of 37% for 2005. The decrease in effective tax rate is attributable to $25.5 million in incremental tax expense recorded in 2005 related to
repatriating foreign earnings under the American Jobs Creation Act of 2004 (the “JOBS Act"). This effect was partially offset by the
correction of an immaterial errcr in 2005 resulting in a reduction in income tax expense of $5.4 million. Additionally, in 2006, we reversed
a $12.2 milhion valuation allowance on deferred tax assets related to our Brazilian operations. Recent profitability and projections for

future taxable income in Brazil caused us to change our assessment of the recoverability of deferred tax assets and reverse the valuation
allowance established in prior years.
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Discontinued Operations

Our discontinued operations generated income of $64.8 million for the year ended December 31, 2006, compared with $25.4 million in
{osses for 2005. The variance was driven by two factors. First, we recognized income of $15.0 million {$9.2 million, net of tax) related to

" favorable resolution of contract claims for the Senatrach project during the second quarter of 2006, compared to losses of $54.9 million

{$33.6 million, net of tax} in 2005. Additionally, we recorded a gain of $34.8 million, net of tax of $18.5 million, in 2006 related to the sale
of our discontinued Floating Systems business. :

2005 Compared With 2004

Our total revenue for the year ended December 31, 2005 increased compared to the prior year by 24%. While all of our business segments
generated higher revenue in zoos, the increase was primarily due to continued growth in Energy Production Systems, which was up 39%
compared to the prior year. We benefited from the growing demand for the supply of oilfield-related equipment, especially in subsea™"" )
systems, used in the major oil and gas producing regions throughout the world. Airport Systems experienced a 17% growth in annual

sales, which resulted from improved ground support equipment and services demand. Of the total increase in sales, $40.9 million was .
attributable to the favorable impact of foreign currency translation.

Cost of sales for the year ended December 31, 2005 increased over 2004 both in dollar terms and as a percentage of sales, Cost of sales
totaled 81.0% of sales, up from 80.0% in 2004. The decrease in gross profit margins was primarily the resull of unfavorable changes in
the project and geographic mix of Energy Production Systems projects. Of the total dollar increase in cost of sales, $41.1 million was
attributable to the impact of foreign currency translation.

Selling, general and administrative expense for the year ended December 31, 2005 increased compared to 2004, but declined as a percentage
of sales from 13.0% in 2004 10 11.5% in 2005. Higher costs in our Energy Production Systems businesses were primarily responsible for the
dollar increase, the result of a higher level of bid and proposal activities and the impact of increased headcount required to support growth
in this business segment. Of the total increase in selling, general and administrative expense, $2.6 million was attributable to the impact of
foreign currency translation.

During the third quarter of 2005, we sold our investment in common stock of MODEC, Inc., which represented a pre-tax gain of
$25.3 million. Our pre-tax income also benefited from the absence of an asset impairment charge in 2005. We recognized a $6.5 million
goodwill impairment charge related to a product line in Energy Processing Systems in 2004.

Net interest expense for the year ended December 31, 2005 was lower compared to the prior year, primarily as a result of higher
interest income.

Income tax expense for the year ended December 31, 2005 resulted in an effective income tax rate of 37%, compared to an effective rate
of 22% for 2004. The increase in effective tax rate was attributable to $25.5 million in incremental tax expense recorded in zoos related

to repatriating foreign earnings under the JOBS Act. This effect was partially offset by the correction of an immaterial error in 2005

resulting in a reduction in income tax expense of $5.4 million. \

Discontinued Operations

Our discontinued operations generated a loss of $25.4 million for the year ended December 31, 2005, compared with $25.1 millien in
income for 2004. The variance was driven by two factors. First, we recognized $54.9 million {$33.6 million, net of tax} in provisions for
losses in 2005 for our contract with Sonatrach, compared to $21.4 million {$13.1 million, net of tax) in provisions for losses in 2004.
Additionally, we recorded a gain of $60.4 million ($36.1 million, net of tax) in 2004 related to the conversion of our investment in MODEC
International LLC. This gain was greater than the $8.6 million {$7.4 million, net of tax) gain that we recognized on the sale of our
investment in the GTL Microsystems joint venture in 2005,

Outlook for 2007

We estimate that our full-year 2007 diluted earnings per share will be within the range of $3.80 to $4.00. The section entitled “Operating
Results of Business Segments” provides further discussion of our 2007 outlook.
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Segment operating profit is defined as total segment revenue less segment operating expenses. The following items have been excluded
in computing segment operating profit: corporate staff expense, interest income and expense associated with corporate debt facilities and

investments, income taxes and other expense, net,

The following table summarizes our operating results for the years ended December 31, 2006, 2005 and 2004:

Year Ended December 31,

Favorable/{Unfavorable)

Met income

Segment operating profit
Energy Preduction Systems
Energy Processing Systems

Subtotal Energy Systems
FoodTech
Airport Systems

Total segment operating profit
Corporate itemns:

Gain on sale of investment
Corporate expense

Other expense, net

Net interest expense
Total corperate items

income before income taxes

Provision for income taxes

Income from continuing operations
tncome (loss) fram discontinued operations, net of income taxes

Net income {loss}

\

f {$ in millions) 2000 2005 2004 2006 vs. 2005 2005 VS, 2004
Revenue
Energy Production Systems $2,249.5 | $1,770.5 | $1,27001 $479.0 27% $500.4 36%
Energy Processing Systems 672.3 521.8 493.3 150.5 29 2B.5 6
Intercompany eliminations {1.3)| - {3.0) {10.7} 1.7 * 7.7 *
Subtotal Energy Systems 29205 22803 1,752.7 631.2 28 536.6 31
FoodTech 533.4 531.5 511.6 19 — 19.9 4
Airport Systems 344.0 327.3 279.8 16.7 5 47.5 17
Intercompany eliminations (7.2} (8.8) (8.3} 1.6 * {0.5) *
Total revenue $3,790.7 | $3,139.3 | $2,5358| %6514 21% $601.5 24%

$191.2 $128.5 $g0.3

$62.7 49% $ 382 42%

1009 54.1 27.4 46.8 87 26.7 97
262.1 182.6 117.7 109.5 60 64.9 55
47.2 400 37.1 7.2 18 2.9 8
25.9 23.8 16.0 21 9 '_78 49
365.2 246.4 170.8 118.8 48 75.6 44
- 253 — {25.3) * 253 *
(328) (300l (283) {2.8) {9) {1.7) {6)
(297)) (272}  (17:5) {2:5) {9) (@7 (55
o7 s (6o 02l @2 | 14 2
(69-2)  (37.4)| _ (527) _(318)} (85) 153 29
296.0 209.0 118.1 87.0 42 90.9 77
B4.5 775 26.5 {7.0) (9) _(5ro) (192)
211.5 131.§ 91.6 8o.0 61 39.9 44
64.8 (25-4) 25.1 go.2 . {50.5) *

$ 2763 % 1062 (% 167

$170.2 160% % (10.6) {9)%)

*  Not meaningful
Energy Production Systemns

2006 Compared With 2005

Energy Production Systems’ revenue was $479.0 million higher in 2006 compared 10 2005. Segment revenue is affected by trends in land
and offshore oil and gas exploration and production, including shallow and deepwater development. Subsea systems revenue of $1.8 billion
increased by $362.7 million in 2006 compared to 2005. Subsea volumes increased primarily as a result of progress on new and ongoing
projects located offshore West Africa, the North Sea, and offshore Brazil. Surface wellhead demand has increased year-over-year, consistent
with the trend of higher oil and gas prices and continued high rig activity.

Energy Production Systems generated an operating profit of $191.2 million during 2006, an increase of $62.7 million from the same period
in 2005. This increase is driven by $75.9 million in higher sales volumes {particularly subsea systems) and $15.5 million in higher margins,
rmuch of which was related to revenue realized from change orders and the sale of some subsea installation equipment. These earnings
were partially offset by $30.0 million in higher selling, general and administrative costs, which did not increase as a percentage of Energy

Production Systems sales.

| | 4
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2005 Compared With 2004

Energy Production Systerns’ revenue was higher in 2005 compared to 2004. Segment revenue is affected by trends in land and offshore
oil and gas exploration and production, including shallow and deepwater development. Favorable shifts in these factors have contributed
to higher revenue from sales of subsea systems and surface products. Revenue from sales of subsea systems of $1.4 billion in 2005 grew
by $394.1 million, or 39%, from $1.0 billion in 2004. Approximately $47.3 million of the increase in subsea revenue was attributable to
favorable foreign currency translation. Subsea volumes increased primarily as a result of progress on new and ongoing projects located
offshore West Africa, Brazil and the North Sea. The remainder of the increase in revenue reflects higher demand for surface products
primarily due to favorable market conditions for tand-based drilling.

Energy Production Systems generated an operating profit of $128.5 million in 2005, which represented an increase of $38.2 million
compared to 2004. Higher sales volumes contributed $76.9 million in incremental profit. A decrease in profit margins as a result of an
unfavorable change in the project and geographic mix lowered earnings by $17.5 million. Our projects in certain locations, particularly
West Africa, have increased demands for local content, and the contractual requirements for sourcing limit our abilities to bid for supply
of certain items. We incurred $13.0 millicn in incremental selling, general and administrative expeﬁses in 2005 primarily reflective of
higher business activity levels. The impact of foreign currency translation on the segment operating profit was minimal as the favorable
effect on revenue was offset by similar increases in expenses,

- Qutlook for 2007

We expect growth in operating profit for Energy Production Systems in 2007 primarily driven by higher sales and improved margins in
subsea production systems. Continued escalation in deepwater development is expected to drive an increase in the worldwide demand
for subsea trees by more than 10% compared to 2006.

Energy Processing Systems

2006 Compared With 2005

Energy Processing Systems’ revenue increased $150.5 million in 2006 compared to 2005. Segment revenues benefited from strong oil and
gas prices as well as the continuing strength in land-based drilling activity. These factors contributed to fluid control sales volume increasing
by $73.9 million compared to 2005, driven by higher demand for WECO®)/Chiksan® equipment, which are sold primarily to service
companies, along with an increased demand for pump oil and gas products . Continued progress on bulk conveying projects that were
inbound in 2005 and higher demand for ather material handling products contributed $42.7 miliion to the increase in revenue. Sales of
loading systems increased by $20.4 million, reflecting increased demand, especially for LNG loading arms.

Energy Processing Systems’ operating profit in 2006 increased $46.8 million compared to 2005 primarily attributable to increased sales
volume, contributing $40.4 million to the annual increase in profit. Production cost reductions and improved operating efficiency
contributed $9.5 million to the increase in profitability. In the fourth quarter of 2006 we announced the closure of one of our facilities,
which required an asset impairment charge of $1.5 million and severance expense of $2.2 million. In addition, during the fourth quarter
of 2006 we settled a lawsuit and incurred $1.7 million in expense.

2005 Compared With 2004

Energy Processing Systems' revenue was higher in 2005 compared to 2004 primarily as a result of higher demand for WECO®/Chiksan®
equipment, which is sold primarily to service companies. Approximately 20% of the increase in revenue is attributable to higher prices
for fluid control products. High oil and gas prices as well as the continuing growth in land-based drilling activity (rig counts) generated
the increase in demand. Volume from other produ.ct lines in this segment was approximately in line with 2004 results.

Energy Processing Systems’ operating profit in 2005 increased compared to 2004 primarily as a result of higher volume {$10.1 million},
the absence of a goodwill impairment charge recorded in 2004 ($6.5 million), and more effective execution {$5.0 millien), The volume

. increases reflect the higher demand for fluid control equipment. In addition, we redirected our focus in the loading systems business to

become more selective in our pursuit of certain marine arm projects. We also re-engineered many internal processes which resulted in
improved execution. Additionally, we restructured certain operations and began outsourcing activities for which we have realized cost
efficiencies. The effect of these efforts was to significantly increase our margins when compared to 2004. The benefit of price increases
implemented in 2005 was primarily offset by increased raw material costs.

QOutlook for 2007

We expect an increase in operating profit for Energy Processing Systems resulting from a growth in revenue, however not to the extent
of growth experienced during 2006, and continued reduction in costs.
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FoodTech

2006 Compared With 2005

FoodTech'’s revenue during 2006 was essentially flat compared to 2005. Higher volumes primarily from poultry processing demand provided
$5.7 million in incremental revenue which were offset by decreases in revenue from food processing equipment, especially in the tomato and
fruit processing markets.

FoodTech's operating profit increased by $7.2 million during 2006 compared to 2005. The increase in operating profit resulted from delivering
a more favorable mix of products and services primarily in our cooking and freezing businesses. In addition, we realized a gain of $1.0 million
on a sale of property in 2006.

2005 Compared With 2004

FoodTech’s revenue increased by 4%, or $19.9 million, in 2005 compared with 2004, with increased volume from domestic customers in
the poultry processing and other food handling industries of approximately $30.8 million, offset primarily by lower volumes in tomato
processing equipment of approximately $9.0 miilion. Additionalby, foreign currency translation decreased our revenue by $3.7 million in
2005 compared to 2004.

Operating profit increased by $2.9 million compared to 2004 results. Sales volume and margin growth in poultry processing and freezing
equipment generated an increase in profits over the prior year. The margin increase is a result of a shift toward higher margin projects
and improved project execution. However, profits declined for citrus equipment lines as a result of reduced volume attributable to the
effects of an unusually low Florida citrus ¢crop, resulting from the hurricanes in 2004. Additionally, foreign currency translation decreased
profits by $3.3 million in 2005 compared to 2004.

Outlook for 2007

We expect an increase in our total 2007 operating profit for the FoodTech segment compared to 2006, However, earnings growth in 2007
is likely to be challenged by consolidation within the poultry industry, the impact on citrus production from the adverse weather conditions
in California during January 2007, and the uncertainties surrounding the avian flu and its impact on the poultry industry.

Airport Systems

2006 Compared With 2005

Airport Systems’ revenue was $16.7 million higher during 2006 compared with 2005. The revenue improvement was driven by higher
demand for passenger boarding bridges primarily from domestic and international airport autherities and the addition of new maintenance
contracts at various domaestic airports in our airport services business.

Airport Systems’ operating profit increased in 2006 by $2.1 million compared to 2005. Increased profits were driven by lower startup costs
for a ground support equipment praduct line recently integrated into the business, which provided $2.7 million in incremental profit, and
$1.7 million higher profits from airport services. The absence of a $2.7 million gain recorded in 2005 on a land sale partially offset our net
increase in profits.

2005 Compared With 2c04

Airport Systems’ revenue was higher in the year ended December 31, 2005 cdmpared with 2004. Almost all of the increase is from
increased sales of ground support equipment to domestic freight carriers, ground handlers and international airlines. Our airport services
business provided an incremental $15.0 million in revenue for 2005, primarily as the result of project work for the Dallas, Houston and
Philadelphia airports. Sales of Halvarsen loadars declined, consistent with our forecast for Halvorsen loader shipments. Deliveries declined
from 70 units in 2004 to 38 units in 2005. Sales of Jetway® passenger boarding bridges were flat for the year as softness in the domestic
passenger boarding bridge market during the fourth quarter of 2005 offset the sales improvements experienced in the prior quarters.

Airport Systems’ aperating profit in the year ended December 31, 2005 increased compared with the prior year, primarily attributable to
volume increases for ground support equipment and airport services, which generated an incremental $7.0 million in operating profit in
2005. Additionally, we benefited from a $z.7 million gain on the sale of excess land adjacent to one of our facilities. The profit improvement
was partially offset by reduced profits for Halvorsen loaders, driven by the decline in sales volume.

.-
X

i

Outlook for 2007

We are anticipating a slight increase in our total 2007 operating profit for the Airport Systems segment compared to 2006. We expect a
reduction in Halvorsen loader deliveries to the U.S. Covernment in 2007 which we expect will be offset by an increase in demand for our
other commercial products and services.
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Corporate Items

2006 Compared With 2005

Corporate items increased by $31.8 million in 2006 compared to the prior year, primarily as a result of the absence of a $25.3 million
gain on sale of MODEC, Inc. shares recognized in 2005. Additionally, share based compensation expense increased by $4.4 million over.

the prior year reflecting the amortization of higher value awards granted in the past several years.

2005 Compared With 2004 -

Gain on sale of investment reflects the sale of our shares in MODEC, Inc. for $74.4 million in September 2005, which resuited in a

in November 2004.

. $25.3 million gain. These shares were acquired, along with other consideration, in exchange for our interest in MODEC International LLC

Corporate expense for the year ended December 31, 2005 grew by 6% over the prior year, primarily due to higher incentive compensation

tosses of $5.1 millien in 2005 compared with $2.0 million in net gains in 2004.

Outlook for 2007

expense. Other expense, net, increased by $9.7 million compared to the prior-year period primarily due to net foreign currency exchange

Our Corporate expenses and other expense, net, should remain consistent with 2006 results. We expect a measurable reduction in

interest expense as we intend to reduce average debt levels in 2007.

Inbound Orders and Order Backlog

Inbound orders represent the estimated sales value of confirmed customer orders received during the reporting period.

Inbound orders

Year Ended December 31,

(" {In millions) 2006 2005
Energy Production Systems $ 28279 § 20513
Energy Processing Systems 763.5 631.9
tntercompany eliminations (1.2} ‘(2.5)

Subtotal Energy Systems 3,590.2 2,6Bo0.7 -
FoodTech 572.2 521.5
Airport Systems 403.0 301.4.
Intercompany eliminations (7.4} {8.4)
Total inbound orders $ 45580 $  3.495.2

\.

Order backlog is calculated as the estimated sales value of unfilled, confirmed customer orders at the reporting date.

Crder backlog

ey ‘ - December 31,
B ((In millions) 2006 2005
.g Energy Production Systems $ 20277 $ 1,449.4

8 Energy Processing Systems 306.0 i14.9

: : Intercompany eliminations {0.2) (0.4}

i ‘. Subtotal Energy Systems 12,3335 1,663.9
E FocdTech 168.8 1300
:‘Eo A Airpart Systems 152.7 93.8
- & Intercompany efiminations (1.5} (1.5)
Total order backlog $ 26535 $ 1,886.2

\

Energy Production Systems’ order backlog at December 31, 2006 increased 40% relative to December 31, 2005, due to increased order

activity for both surface wellhead and subsea systerns. The impact of foreign currency translation reflected 10% of the dollar increase.

Inbound orders during the year ended December 31, 2006 have increased 38% compared to 2005, with almost 40% of the 2006 inbound
value coming in the fourth quarter of 2006 due to the timing of some large subsea project awards. Some of the significant subsea projects
in order backlog at December 31, 2006 included projects in the North Sea {Statoil’s Tyrihans and Gjea projects) and projects offshore
Brazil {Chevron’s Frade, Shell’s BC-10 and Petrobras’ Mexilhdo projects). We project that 30% of the Energy Production Systems backlog
at December 31, 2006 will not be recorded as revenue until after 2o0c7.
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Energy Processing Systems’ order backlog at December 31, 2006 increased by $91.1 million compared to December 31, 2005. This
increase reflected a record order inbound for 2006. Expansion in land-based drilling activities, interest in our new well service pump and
high activity levels related to LNG export/import terminals have driven the growth in inbound orders, Order backlog at December 31,
2006 included $28.7 million in orders for our new well service pump. We project that 30% of the Energy Processing Systems backlog at
December 31, 2006 will not be recorded as revenue until after 2007.

foodTech’s order backlog at December 31, 2006 increased 30% relative to December 31, 2005. The increase reflects a large cooking system
arder received early in 2006 that had not been completed as of December 31, 2006. Further, our increase in order inbound was driven
heavily by Fourth Quarter 2006 orders. The entire Food Tech backlog at December 31, 2006 is projected to be recorded as revenue in 2007.

Airport Systems’ order backlog at December 31, 2006 has increased by $58.g million compared with December 31, 2005 backlog. An
increase in demand for most of our products during 2006 drives the increase in backlog. The timing of certain large anticipated orders,
U.S5. government orders for Halvarsen loaders, for instance, influenced some of the increase over the prior year backlog. We project that
10% of the Airport Systems backlog at December 31, 2006 will not be recorded as revenue until after 2007.

Ligquidity and Capital Resources

We generate our capital resources primarily through operations and, when needed, through various credit facilities.

Our net debt at December 31, 2006 and 2005 was $138.9 million and $103.0 million, respectively. Net debt is a non-CAAP measure
reflecting debt, net of cash and cash equivalents. Management uses this non-GAAP measure to evaluate our capital structure and financial
leverage. We believe that net debt is a meaningful measure which will assist investers in understanding our results and recognizing
underlying trends. This measure supplements disclosures required by GAAP. The following table provides details of the balance sheet
classifications included in net debt.

December 31,  December 31,

((in millions) 2006 2005 )
Cash and cash equivalents $ 795 $ 1529
Short-term debt and current portion of long-term debt {5.8) {3.3)
Long-term debt, less current portion {212.6) {252.6)

Net debt $ {138.9) $ {ro3.0)

We increased our net debt during 2006 primarily to fund repurchases of our common stock and to fund capacity expansion, particularly
in our Energy Production Systems segment.

Cash flows for each of the years in the three-year period ended December 31, 2006, were as follows:

Year Ended December 31,

( (In millions) 2006 2005 2004 |
Cash provided (required) by operating activities of continuing operations $ 1567 3 (55.6) $ 1557
Cash required by investing activities of continuing operations {142.3) {1.4) {41.8)
Cash provided {required) by financing activities of continuing operations (136.8) 54.6 {19.2)
Cash provided (required) by discontinued operations 46.2 35.4 (3.5}
Effect of exchange rate changes on cash and cash equivalents 2.8 {4.2) 3.9

Increase (decrease) in cash and cash equivalents 3 {734) $ 28.8 $ 95.1
L. v

Operating Cash Flows

Operating activities of continuing operations provided $156.7 million in cash in 2006 compared to a requirement of $55.6 milkion in
2005. The increase in income from continuing operations was the largest positive factor to our increase in operating cash flows during

2006, which was offset by investments in working capital. Our working capital baiances can vary significantly depending on the payment
and delivery terms on key contracts; however, on average, we have generated more than $100 million annually in operating cash flows
for the last five years.

Discontinued Operations Cash Flows

Cash provided by discontinued operations primarily reflects results for FMC Technologies Floating Systems, Inc., which was seld in
December 2006. Cash provided in 2006 primarily reflected proceeds upon the sale. Cash provided in 2005 reflected timing of customer
receivables collected from a significant completed contract as well as proceeds from the sale of our investment in the GTL Microsystems
joint venture. Cash required in 2004 reflected the accumulation of the receivables subsequently paid in 2005 offset by proceeds from the
sale of our investment in the MODEC joint venture.
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Investing Cash Flows

Cash required by investing activities in 2006 was $142.3 million primarily reflecting ongoing investment in new proaduction facilities
worldwide, primarily associated with increasing subsea and surface wellhead capacity.

in 2005 our capital expenditures were offset by $74.4 million in proceeds from the disposal of our investment in the common stock of

MODEC, Inc.

Financing Cash Flows

Cash required by financing activities was $136.8 million in 2006 primarily reflecting ongoing repurchases of our outstanding common stock.

In 2005 cash provided by financing activities was primarily from long-term debt borrowings, which funded $63.9 million in common

stock repurchases.

Debt and Liguidity

Total borrowings at Decernber 31, 2006 and 2005, comprised the following:

December 31,

("(In mitliens) 2006 2005
Revolving credit facilities $ 2030 3 2426
Uncommitted credit facilities 53 29
Property financing 9.3 9.6
Other 0.8 08

Total borrowings $ 2184 $ 2559

\-

The following is a summary of our credit facilities at December 31, 2006:

M Commercial Letters
(1n millions) Commitment Debt paper of Unused
Description amount outstanding { outstanding credit capacity Maturigy

(a) {b)
Five-year revolving credit facility $ 2500 | % — $ -— $  6a % 2339 | Movember 2010
Five-year revolving credit facility 370.0 203.0 — e 167.0 | November 2010 (¢}
Three-year revolving credit facility 4.3 — — — 4.3 | December 2008
L 3 6243 |3 2030 | % — $  a6a $ 405.2
-

{a) Under our commercial paper program, we have the ability to access up to $250.0 million of short-term financing through our commercial paper
dealers. Qur available capacity under our $250 million five-year revolving credit facibiy is reduced by any outstanding commercial paper,

{b} The $250 million five-year revolving credit facility allows us to obtain a total of $150.0 million in standby letters of credit. Our available capacity is
reduced by any outstanding letters of credit associated with this facility.

{c}  in May 2006, the outstanding borrowings on the $370 million five-year revolving credit facility were scheduled to convert (o a term loan, bui we
renegotiated the terms of our facility to allow for continuance as a revolving line of credit or, at our discretion and with notice to the lenders, to
convert the outstanding balance to a term loan. Upon conversion, unused capacity, if any at the time of conversion, would be forfeited.

Qur revolving credit facilities provide the ability to refinance our short-term borrowings on a long-term basis; therefore, at December 31,
2006 we classified our borrowings on revolving credit facilities as long-term on our consolidated balance sheet.

QOur $250 million and $370 million five-year revolving credit facilities maturing in November 2010 bear interest, based on our election, at
either (a) a base rate determined by reference to the higher of (1) the agent’s prime rate and (2) the federal funds rate plus 1/2 of 1% or
(b} an interest rate of 55 basis points above the London Interbank Offered Rate {"LIBOR"). The margin over LIBOR is variable and is
determined based on the Company’s debt rating. The three-year revolving credit facility bears interest at either the Canadian Dollar prime
rate or bankers’ acceptance rate.

Among other restrictions, the terms of the committed credit agreements include financial covenants related to debt to earnings raties and
interest coverage ratios and negative covenants related to liens and certain restricted payments. In 2006, we repurchased $142.5 million of
our common stock, and we expect to continue stock repurchases in 2007 under our Board authorization. In January 2007, our lenders waived
defaults of our restricted payment covenants in both of our five-year revolving credit facilities curing a repurchase amount in excess of
amounts allowed by our debt covenants. Alsg in January 2007, eur lenders amended both credit facilities to remove the restricted payment
covenants, subject to compliance with our other debt covenants.

We have entered into interest rate swaps to fix the effective annual interest rate for $150.0 miliion of our variable rate debt at 3.2%
unitl june zoo8.
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Qutlook for 2007

We plan to meet our cash requirements in 2007 with cash generated from operations. We will continue to expand our Energy Systems
operating facilities, and we are projecting to spend $120 million to $125 million in 2607 to carry out these expansions. We intend to
contribute $11 million to our pension plans in 2007. Further, we expect to continue our stock repurchases authorized by our Board, with
the timing and amounts of these repurchases to depend upon market conditions. In February 2007, the Board of Directors approved the
repurchase of an additional eight million shares of our issued and outstanding common stock.

We have committed credit facilities totaling afmast $625 mitlian which we expect to utilize if working capital temporarily accumulates in
response to market demand, and when opportunities for business acquisitions or mergers meet our standards. We continue to evaluate
acquisitions, divestitures and joint ventures in the ordinary course of business.

Contractual Obligations and Off-Balance Sheet Arrangements
The following is a summary of our contractual obligations at December 31, 2006:

Payments due by period

( A
{In millions) Total Less than 1-3 3-5 After
Contractual obligations payments 1 year years years 5 years
Long-term debt (a) $ =213 $ 0.5 $ 0.g $ 2040 3 77

* Short-term debt 5.3 5.3 — — —
Operating leases 283.5 39.1 61.5 51.3 131.6
Unconditional purchase cbligations (b) 192.1 178.6 13.0 0.4 0.1
Acquisition-related obligations (c} — — — — —

Total contractual obligations $ 6o40 $ 2235 $ 754 $ 2557 $ 1394
A" A

{a) Our available long-term debt is dependent upon our compliance with covenants, including negative covenants retated to liens, and financial
covenants related to debt to earnings and interest coverage ratios. Any violation of covenants or other events of default, which are not waived or
cured, or changes in our credit rating could have a material impact on our ability to maintain our committed financing arrangements.

{b) In the normal course of business, we enter inte agreements with our suppliers to purchase raw materials or services. These agreements include a
requirement that our supplier provide praducts or services to our specifications and require us to make a firm purchase commitment tc our supplier.
As substantially all of these commitments are associated with purchases made to fulfill our customers’ orders, the costs associated with these
agreements will ultimately be reflected in cost of sales an our consclidated statements of income.

{c) Acquisition-related obiigations reflect a commitment to acquire the remaining ownership interest in CDS in 2009 and 2011, In 2009, we will acquire
an incremental 45% interest of CD$ at a purchase price of slightly less than 6.5 times the average of 49% of CDS’s 2007 and 2008 earnings befare
interest expense, income taxes, depreciation and amortization (“EBITDA"). In 2011, we will purchase the remaining 4.95% at a purchase price of
slightly less than 6.5 times the average of 4.95% of CDS's 2009 and 2010 EBITDA. At the current time, we are unable to reasonably estimate the
amount of this commitment.

The following is a summary of other off-balance sheet arrangements at December 31, 2006:

Amount of commitment expiration per period

- ™
{In millions) Total Less than 1-3 3-5 After
Other off-balance sheet arrangements amount 1 year years years 5 years
Letters of credit and bank guarantees $ 4312 $ 1536 $ 1834 $ 839 $ 103
Surety bonds 124.6 114.2 75 2.9 —
Third-party guarantees 0.4 0.3 0.1 — —_

Total other off-balance sheet arringements $ 5562 $ 2681 $ 1910 $ 8638 $ 103

As collateral for our performance on certain sales contracts or as part of our agreements with insurance companies, we are contingently
liable under letters of credit, surety bonds and other bank guarantees. In order to obtain these financial instruments, we pay fees to various
financial institutions in amounts competitively determined in the marketplace. Our ability to generate revenue from certain contracts is
dependent upon our ability to obtain these off-balance sheet financial instruments. These off-balance sheet financial instruments may be
renewed, revised or released based on changes in the underlying commitment. Historically, our commercial commitments have not been
drawn upon to a material extent; consequently, management believes it is not likely that there will be claims against these commitments
that will have a negative impact on our key financial ratios or our ability to obtain financing.

Qualitative and Quantitative Disclosures about Market Risk

We are subject to financial market risks, including fluctuations in foreign currency exchange rates and interest rates. in order to manage and
mitigate our exposure to these risks, we may use derivative financial instruments in accordance with established policies and procedures. We
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do not use derivative financial instruments where the objective is to generate profits solely from trading activities. At December 31, 2006 and
2005, our derivative holdings consisted of foreign currency forward contracts and interest rate swap agreements.

These forward-fooking disclosures only address potential impacts from market risks as they affect our financial instruments. They do not
include other potential effects which could impact our business as a result of changes in foreign currency exchange rates, interest rates,
commodity prices or equity prices.

Foreign Currency Exéhange Rate Risk

When we sell or purchase products or services, transactions are frequently denominated in currencies other than the particular operation’s
functional currency. When foreign currency exposures exist, we may enter into foreign exchange forward contracts with third parties. Our
hedging policy is designed to reduce the impact of foreign currency exchange rate movements, and we expect any gain or loss in the
hedging portfolio to be offset by a corresponding gain or loss in the underlying exposure being hedged.

Woe hedge our net recognized foreign currency assets and liabilities to reduce the risk that our earnings and cash flows will be adversely
affected by changes in the foreign currency exchange rates. We also hedge firmly committed, anticipated transactions in the normal
course of business, The majority of these hedging instruments mature during 2007.

We use a sensitivity analysis to measure the impact on derivative instrument fair values of an immediate 10% adverse movement in the
foreign currency exchange rates. This calculation assumes that each exchange rate would change in the same direction relative to the U.S.
dollar and all other variables are held constant. We expect that changes in the fair value of derivative instruments will offset the changes in
fair value of the underlying assets and liabilities on the balance sheet. To the extent that our derivative instruments are hedging anticipated
transactions, a 10% decrease in the value of the U.S. dollar would result in a decrease of $12.2 million in the net fair value of our derivative
financial instruments at December 31, 2006. Changes in the derivative fair value will not have an impact on our results of operations unless
these contracts are deemed to be ineffective.

Interest Rate Risk

Our debt instruments subject us to market risk associated with movements in interest rates. We have entered into three floating-to-fixed
interest rate swaps related to $150.0 million of our variable rate debt. The swaps provide for payment at an average fixed interest rate of
4.73% until the interest rate swaps mature in June 2008.

We use a sensitivity analysis to measure the impact on fair values (for interest rate swaps) of an immediate adverse movement in the interest
rates of 50 basis points. This analysis was based on a modeling technique that measures the hypothetical market value resulting from a 50
basis peint change in interest rates. This adverse change in the applicable interest rates would result in a decrease of $1.0 million in the net fair
value of our interest rate swaps at December 31, 2006.

At December 31, 2006 we had unhedged variable rate debt of $68.4 million. Using sensitivity analysis to measure the impact of a 10%
adverse movement in the interest rate, or 50 basis points, would result in an increase to interest expense of $0.4 million annually.
/£

Critical Accounting Estimates

We prepare our consolidated financial statements in conformity with United States generally accepted accounting principles. As such, we
are required to make certain estimates, judgments and assumptions about matters that are inherently uncertain. On an ongeing basis, our
management re-evaluates these estimates, judgments and assumptions for reasonableness because of the critical impact that these factors
have on the reported amounts of assets and liabilities at the dates of the financial statements and the reported amounts of revenues and
expenses during the periods presented. Management has discussed the development and selection of these critical accounting estimates
with the Audit Committee of our Board of Directors and the Audit Committee has reviewed this disclosure. We believe that the following
are the critical accounting estimates used in preparing our financial statements.

Percentage of Completion Method of Accounting

We record revenue on construction-type manufacturing projects using the percentage of completion method, where revenue is recorded
as work progresses on each contract. There are several acceptable methods of measuring progress toward completion, Most frequently,
we use the ratio of costs incurred to date to total estimated contract costs to measure this progress; however, there are also types of
contracts where we consistently apply the ratio of units delivered to date—or units of work performed—as a percentage of total units
because we have determined that these methods provide a more accurate measure of progress toward completion.

We execute contracts with our customers that clearly describe the equipment, systems andfor services that we will provide and the amount of
consideration we will receive. After analyzing the drawings and specifications of the contract requirements, our project engineers estimate total
contract costs based on their experience with similar projects and then adjust these estimates for specific risks associated with each project, such
as technical risks associated with a new design. Costs associated with specific risks are estimated by assessing the probability that conditions will
arise that will affect our total cost to complete the project. After work on a project begins, assumptions that form the basis for our calculation of
total project cost are examined on a monthly basis and our estimates are updated to reflect new information as it becomes available.

Revenue recorded using the percentage of completion method amounted to $1,665.9 million, $1,274.6 million and $953.4 million for the
years ended December 31, 2006, 2005, and 2004, respectively.
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A significant portion of our tatal revenue recorded under the percentage of completion method relates to the Energy Production Systems
business segment, primarily for subsea petroleum exploration equipment projects that involve the design, engineering, manufacturing
and assembly of complex, customer-specific systems, The systems are not entirely built from standard bills of material and typically
require extended periods of time to construct.

Total estimated contract cost affects both the revenue recognized in a period as well as the reported profit or loss on a project. The
determination of profit or loss on a contract requires consideration of contract revenue, change orders and claims, less costs incurred to
date and costs to complete. Anticipated losses on contracts are recorded in full in the period in which they are identified. Profits are
recorded based on the estimated project profit multiplied by the percentage complete.

The total estimated contract cost in percentage of completion accounting is a critical accounting estimate because it can materially affect
revenue and cost of sales, and it requires us to make judgments about matters that are uncertain. There are many factors, including but
not limited to resource price inflation, labor availability, productivity and weather that can affect the accuracy of our cost estimates and

ultimately our future profitability. In the past, we have realized lower than expected margins and incurred losses as a result of unforeseen
changes in our project costs.

The amount of revenue recognized using the percentage of completion method is sensitive to our changes in estimates of total contract
costs. If we had used a different estimate of total contract costs for each contract in progress at December 31, 2006, a 1% increase or
decrease in the estimated margin earned on each contract would have increased or decreased total revenue and pre-tax income for the
year ended December 31, 2006 by $37.0 million.

Inventory Valuation

Inventory is recorded at the lower of cost or net realizable value. In order to determine net realizable value, we evaluate each component
of inventary on a regular basis to determine whether it is excess or obsolete. We record the decline in the carrying value of estimated
excess or obsolete inventory as a reduction of inventory and as an expense included in cost of sales in the period in which it is identified.
Our estimate of excess and obsolete inventory is a critical accounting estimate because it is highly susceptible to change from period to
periad. In addition, it requires management to make judgments about the future demand for inventory.

In order to quantify excess or obsolete inventory, we begin by preparing a candidate listing of the components of inventory that have not
demonstrated usage within the most recent two-year period. This list is then reviewed with sales, production and materials management

personnel to determine whether this list of potential excess or obsolete inventory items is accurate. Management considers as part of this
evaluation whether there has been a change in the market for finished goods, whether there will be future demand for on-hand inventory
items and whether there are components of inventory that incorporate obsolete technology.

Our estimate of excess or obsolete inventory is sensitive to changes in our assumptions about future sales. Had we assumed that future
sales would be 16% higher or lower than those used in our forecast, the effect on our estimate of excess or obsolete inventory and pre-tax
income for the year ended December 31, 2006, would have been an increase or decrease of $1.2 million, on a current cost basis.

Accounting for Income Taxes

In determining our current income tax provision, we assess temporary differences resulting from differing treatments of items for tax and
accounting purposes. These differences result in deferred tax assets and liabilities, which are recorded in our consolidated balance sheets.
When we maintain deferred tax assets, we must assess the likelihood that these assets will be recovered through adjustments to future
taxable income. To the extent we believe recovery is not likely, we establish a valuation allowance. We record an allowance reducing the
asset to a value we believe will be recoverable based on our expectation of future taxable income. We believe the accounting estimate
related to the valuation allowance is a critical accounting estimate because it is highly susceptible to change from period to period as it
requires management to make assumptions about our future income over the lives of the deferred tax assets, and the impact of
increasing or decreasing the valuation allowance is potentially material to our results of operations.

Forecasting future income requires us to use a significant amount of judgment. In estimating future income, we use our internal operating
budgets and long-range planning projections. We develop our budgets and long-range projections based on recent results, trends, economic
and industry forecasts influencing our segments’ performance, our backlog, planned timing of new product launches, and customer sales
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commitments. Significant changes in the expected realizability of the deferred tax asset would require that we adjust the valuation
allowance applied against the gross value of our total deferred tax assets, resulting in a change to net income.

As of December 31, 2006, we estimated that it is not likely that we will generate future taxable income in certain foreign jurisdictions in
which we have cumulative net operating losses and, therefore, we have provided a valuation allowance against the related deferred tax
assets. As of December 31, 2006, we estimated that it is more likely than not that we will have future taxable income in the United States
to utilize our domestic deferred tax assets. Therefore, we have not provided a valuation allowance against any domestic deferred 1ax assets.

The need for a valuation allowance is sensitive to changes in our estimate of future taxable income. If our estimate of future taxable income
was 15% lower than the estimate used, we would still generate sufficient taxable incorme to utilize such domestic deferred tax assets,
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Retirement Bgnefits d

We provide most of our ermployees with certain retirement (pension} and postretirement {health care and life insurance) benefits. In
order to measure the expense and obligations asscciated with these retirement benefits, management must make a variety of estimates,
including discount rates used to value certain liabilities, expected return on plan assets set aside to fund these costs, rate of compensation
increase, employee turnover rates, retirement rates, mortality rates and other factors. We update these estimates on an annual basis or
maore frequently upon the occurrence of significant events. These accounting estimates bear the risk of change due to the uncertainty
attached to the estimate as well as the fact that these estimates are difficult to measure. Drfferent estimates used by management could
result in our recognizing different amounts of expense over different periods of time.

We use third-party specialists to assist management in evaluating our assumptions as well as appropriately measuring the costs and
obligations associated with these retirement benefits. The discount rate and expected return on plan assets are based primarily on
investment yields available and the historical performance of our plan assets. They are critical accounting estimates because they are
subject to management's judgment and can materially affect net income.

Pension expense was $31.5 million, $23.7 million and $25.2 million for the years ended December 31, 2006, 2005 and 2004, respectively.

The discount rate used affects the periodic recognition of the interest cost component of net periodic. pension cost. The discount rate is
based on rates at which the pension benefit obligation could effectively be settled on a present value basis. To determine the weighted
average discount rate, we review long-term, high quality corporate bonds at our determination date and use a model that matches the
projected benefit payments for our plans to coupons and maturities from high quality bonds. Significant changes in the discount rate,
such as those caused by changes in the yield curve, the mix of bonds available in the market, the duration of selected bonds, and the
timing of expecied benefit payments may result in volatility in pension expense and pension liabilities. We reduced the discount rate for
our domestic and certain of our international plans during 2005 and 2006. The weighted average discount rate used to compute net
periodic benefit cost decreased from 5.8% to 5.5% in 2006, after decreasing in 2005 from 6.1% in 2004.

Our pension expense is sensilive to changes in our estimate of discount rate. Holding other assumptions constant, for a 100 basis point
reduction in the discount rate, annual pension expense would increase by approximately $1g9.4 million before taxes. Holding other
assumptions constant, for a 100 basis point increase in the discount rate, annual pension expense would decrease by approximately
$19.2 million before taxes.

Net periadic pension cost includes an undertying expected long-term rate of asset return, Qur estimate of the expected rate of return on
plan assets is based primarily on the historical performance of plan assets, current market conditions, our asset allocation and long-term
growth expectations. Our actual annualized returns on plan assets on trailing 5-year and trailing 1o-year periods have exceeded the 2006
estimated long-term rate of return of 8.6%. Our actual returns, after fees, on plan assets were 13.2% and 10.7% in 2006 and 2005,
respectively, The expected return on plan assets is recognized as part of the net periadic pension cost. The difference between the expected
return and the actual return on plan assets is amortized over the expected remaining service life of employees, so there is a lag time
between the market's performance and its impact on plan results.

Our pension expense is sensitive to changes in our estimate of expected rate of return on plan assets. Holding other assumptions constant,
an increase or decrease of ico basis points in the expected rate of return on plan assets would increase or decrease annual pension
expense by approximately $7.7 million before taxes.

impact of Recently Issued Accounting Pronouncements

In June 2006, the Financial Accounting Standards Board ("FASB") issued Interpretation ["FIN") No. 48, “Accounting for Uncertainty in
Income Taxes,” which changes the threshold for recognizing the benefit of an uncertain tax position, prescribes a method for measuring
the tax benefit to be recorded and requires incremental quantitative and qualitative disclosures about uncertain tax positions. Under FIN
No. 48, a tax position that meets a more likely than not recognition threshold, based solely on the technical merits of the position, will be
recognized in the financial statements. The tax position will be measured at the largest amount of benefit that is more likely than not to
be realized upon ultimate settlement. Additionally, FIN No. 4B requires a tabular presentation of potential tax benefits unrecognized at
the beginning and end of the year that includes a listing of the significant changes during the year, The guidance is effective for the first
fiscal year beginning after December 15, 2006 (our 2007 fiscal year), and the impact of adoption will be recorded as a cumulative effect
of a change in accounting principle against our retained earnings balance as of the adoption date. Based on our analysis to date, we do
not believe that the cumulative effect of adopting FIN 48 will have a material effect on our results of operations or financial pasition.

In September 2006, the FASB issued Statement of Financial Accounting Standards (“SFAS”) No. 157, “Fair Value Measurements,” which
defines fair value, establishes a framework for measuring fair value in generally accepted accounting principles, and expands disclosures
about fair value measurements. SFAS No. 157 is effective in fiscal years beginning after November 15, 2007. We have not yet determined
the effect that the adoption of SFAS No. 157 will have on our results of operations or financial position.
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Year Ended December 31,

({In miltions, except per share data) z006 2005 2004 A
Revenue $3.7907 | 332393 | 325358
Costs and expenses:

Cost of sales 3.026.4 2,541.5 2,028.2
Goodwill impairment — — 6.5
Selling, general and administrative expense 410.4 361.3 329.2
Research and development expense 49.9 481 46.2
Total costs and expenses 3,486.7 2,950.9 2,410.1
Net gain {loss) on disposal of assets 1.2 29.6 (c.8)
Minority interests {2.5) (3.5} 0.1
Income before interest income, interest expense and income taxes 302.7 214.5 125.0
Interest income 5.1 3.5 1.4
Interest expense {11.8) (9.0} (8.3)
Income from continuing operations before income taxes 296.0 209.0 1181
Provision for income taxes 84.5 77.5 26,5
Income from continuing operations 211.5 131.5 91.6
Discontinued operations {Note 3}

Income {loss) from discontinued operations, net of income taxes 30.0 {25.4) 25.1
Gain on disposition of discontinued operations, net of income taxes 34.8 — —
income {loss} from discontinued operations 64.8 {25.4) 25.1
Net income $ 2763 $ 106.1 $ 1167
Basic earnings per share (Note 2}

income from continuing operations $ 309 $ 151 $ 136
Income {loss) from discontinued operations 0.94 (0.37) 0.37
Basic earnings per share $ 403 $ 154 $ 173
Diluted earnings per share {Note 2}

Income from continuing operations $ 3m $ 186 $ 132
Income (loss) from discontinued operations 0.93 (0.36) o.36
Diluted earnings per share $ 394 $ 150 $ 168
Weighted average shares outstanding {Note 2)

Basic 68.5 69.0 67.6
Diluted 70.2 70.8 69.3
\ /

The accompanying notes are an integral part of the consolidated financial statements.
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FMC Technologies, Inc. and
Consolidated Subsidiaries
Consolidated Balance Sheets

December 31,

\.

((In millions, except per share data} 2006 2005
Assets
Current assets:
Cash and cash equivalents $ 795 % 1529
Trade receivables, net of allowances of $9.3 in 2006 and $9.1 in zoosg 903.4 711.4
Inventories (Note 5) 588.6 441.1
Prepaid expenses 28.1 20.6
QOther current assets 76.1 68.4
Asseis of discontinued operations 14.5 37.0
Total current assets 1,690.2 1,431.4
Investments 26.0 22.3
Property, plant and equipment, net (Nate 6) 445.7 352.5
Goodwill (Note 7) 122.8 115.7
Intangible assets, net (Note 7} 64.6 60.4
Other assets 66.4 33.7
Deferred income taxes (Note g} 72.1 79.6
Total assets $2,487.8 $2,095.6
Liabilities and stockholders’ equity
Current liabilities: )
Short-term debt and current portion of long-term debt (Note 8) $ 58 $ 33
Accounts payable, trade and other 422.7 358.6
" Advance payments and progress billings 448.1 347.0
Accrued payroll 103.6 80.6
tncome taxes payable 29.8 283
Other current liabilities 176.2 174.7
Current portion of accrued pension and other postretirement benefits (Note 10} 6.0 15.2
Deferred income taxes (Note g) 11.1 74
Liabilities of discontinued operations 4.9 43.1
Total current liabilities 1,208.2 1,058.2
Long-term debt, less current portion (Note 8} 212.6 252.6
Accrued per;sion and other postretirement benefits, less current portion (Ncte 10) 97.8 21.8
Reserve for discontinued operations (Note 3} 43 6.1
QOther liabilities jo.6 50.2
IMinority interests in consolidated companies 8.3 7.2
Commitments and contingent liabilities (Note 16)
Stockhalders’ equity (Note 12):
Preferred stock, $0.01 par value, 12.0 shares authorized; no shares issued in 2006 or 2005 — —
Common stock, $0.01 par value, 195.0 shares authorized; 71.4 and 70.¢ shares issued in 2006
and 2005, respectively; 67.3 and 68.1 shares outstanding in 2006 and 2005, respectively 0.7 0.7
Common stock held in employee benefit trust, at cost, 0.1 shares in 2006 and 2005 {4.5) (3.6)
Commaon stock held in treasury, at cost, 4.0 and 1.8 shares in 2006 and 2005, respectively {195.9) (63.9}
Capital in excess of par value of common stock 728.4 681.6
Retained earnings 469.5 193.2°
Accumulated other comprehensive loss (112.2) (108.5}
Total stockholders’ equity 886.0 699.5
Total liabilities and stockholders’ equity $2,487.8 $2,095.6

The accompanying notes are an integral part of the consolidated financial statements.
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Year Ended December 31,

{fn millions)

2006 2005 2004
Cash provided {required) by operating activities of continuing operations:
Income from continuing aperations $ 2118 $ 1315 91.6
Adjustments to reconcile income to cash provided (required) by operating
activities of continuing operations:
Depreciation 56.5 53.0 53.3
Amortization 14.3 12.0 9.4
Net {gain) loss on disposal of assets (1.2} {29.6) 0.8
Employee benefit plan costs 52.0 410 384
Deferred income tax {benefit) provision 36.6 (10.0) {9.0)
Other 12.3 12.5 10.5
Changes in operating assets and liabilities, net of effects of acquisitions:
Trade receivables, net (155.2) (182.0) {70.9)
inventories (127.4) (161.7) {17.2)
Accounts payable, trade and other 38.7 54.7 71.3
Advance payments and progress billings 89.7 72.9 49.2
Other current assets and liabilities, net 2.0 48.2 (3.4}
Other assets and liabilities, net {21.0) {25.9) (65.8)
Income taxes payable (6.2) {39.1) 334
Accrued pension and other postretirement benefits, net {45.9) {33.1) (35-9)
Cash provided {required) by operating activities of continuing operations 156.7 {55.6) 155.7
Net cash provided (required} by discontinued operations — operating {2.2) 25.2 (28.7)
Cash provided {required) by operating activities 154.5 (30.4) 127.0
Cash provided {required) by investing activities:
Acquisitions {net of cash acquired} and joint ventures {9.5) - {2.9)
Capital expenditures {138.6) (91.8) {47.5)
Proceeds from disposal of assets 6.0 92.8 7.9
Other (o.2) {z.4) o7
Cash required by investing activities of continuing operations {142.3) {1.4) {41.8)
Cash provided by discontinued operations, net of cash sold - investing 48.4 10.2 25.2
Cash provided (required) by investing activities (93.9) 8.8 {16.6)
Cash provided (required} by financing activities:
Net increase (decrease) in short-term debt 2.3 0.9 {17.8}
Net decrease in commercial paper — {149.8) (0.2}
Proceeds from issuance of long-term debt — 2420 9.7
Repayment of long-term debt {40.4) — (50.1)
Proceeds from exercise of stock options 26.7 211 38.6
Purchase of treasury stock {142.5} {63.9) —
Excess tax benefits 17.9 5.5 —
Other (0.8} (1.2) 0.6
Cash provided (required} by financing activities (136.8) 54.6 {19.2)
Effect of exchange rate changes on cash and cash equivalents 2.8 (4-2} 3.9
{Decrease) increase in cash and cash equivalents (73.4) 28.8 95.1
Cash and cash equivalents, beginning of year 152.9 124.1 20.0
Cash and cash equivalents, end of year $ 795 $ 1529 1241
Supplemental disclosures of cash flow information:
Cash paid for interest {net of interest capitalized) 3 148 $ 8o 8.0
Cash paid for income taxes (net of refunds received) $ 588 $ o908 18.1
\
The accompanying notes are an integral part of the consolidated financial statements.
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FMC Technologies, Inc. and

Consolidated Subsidiaries

Consolidated Statements of

Changes In Stockholders’ Equity

\

Common
stock held in Capital in Retained Accumulated
treasury and | excess of par earnings other
Common employee value of {accumulated |comprehensive Comprehensive

{In millions) stock benefit trust | common stock deficit) income (loss) Total income {loss)
Balance at December 31, 2003 0.7 $ (30)| % 5805 | $ (20.6) [ $ (r05.3) | 3 4433
Net income — — —_ 116.7 — néy | 3 167
Issuance of common stock — — 386 — — 38.6
Excess tax benefits on stock-based

payment arrangements — — 6.3 — — 6.3
Net sales of common stock

for emnployee benefit trust, at

cost (Note 12} — b — — - o.b
Stock-based compensation {Note 11} -~ — 12,1 — - 12.1
Foreign currency translation adjustment — — — — 37.8 37.8 37.8
Minimum pensior; liability adjustment

(net of income taxes of $1.1} — — — — (1.7) (1.7) {7
Net deferral of hedging gains

{net of income taxes of $1.1} (Note 13) — — — — 21 2.1 2.1
Unrealized gain on investment

{net of income taxes of $4.0} — —_ — — 6.1 6.1 6.1
Other — — 03 — — 0.3

$ 1610

Balance at December 31, 2004 0.7 $ {24)] $ 6378 $ 87.1 3 (610 § 6622
Net income — -— — 1061 —_ w1 | § 1060
Issuance of common stock — — 21.1 — — 21.1
Excess tax benefits on stock-based

payment arrangements — - 5.5 — — 5.5
Purchase of treasury stock {Note 12} — {63.9} — — — (63.9}
Net purchases of commeon stock

for employee benefit trust, at

cost {Note 12} — (r.2) — — — (1.2}
Stock-based compensation (Note 11) — — 16.3 — — 16.3
Foreign currency translation adjustment — _ —_ — {37.4) {37-4} (37.4)
Minimum pension liability adjusiment

(net of income taxes of $0.4) — — — — (o5} {c.5) (o.5)
Net deferral of hedging gains .

{net of income taxes of $2.4) {Note 13} — — — — (3.5} (35) (3.5}
Unrealized gain on investment

{net of income taxes of $4.0) — — — — (6.1} {6.1) (6.1}
Other — — 0.9 — — c.9

$ 586

Balance at December 31, 2005 0.7 $ (675)] 3 6816 $ 1932 $ (1085} $ 6995
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In Stockholders’ EC‘UIty (continued)
i Common )
stock held in Capital in Retained Accumulated
treasury and | excess of par earnings other
Common employee value of {accumulated |comprehensive Comprehensive
{In millions) stock benefit trust | common stock deficit) income {loss) Total income {loss)
Balance at December 31, zo05 $ 0.7 $ (67.5)] 3 681.6 | % 193.2 | § (1c85) | $ 6995
Net income — — 276.3 — 2763 | § 2763
Issuance of common stock - — 26.7 — — 26.7
Excess tax benefits on stock-based
payment arrangements — — 17.9 — — 17.9
Taxes withtheld on issuance of
stock-based awards . — — {5.0) — — (5.0
Purchases of treasury stock {Note 12) — {142.5) — — — {142.5}
Reissuances of treasury stock {Note 12) —_ 10.5 (10.5) —_ — —
Net purchases of commen stock
for employee benefit trust, at
cost {Note 12) — {09} — — — {0.9)
Stack-based compensation [Note 11) — — 20.6 — — 206
Foreign currency translation adjustment —_ — — 15.7 35.7 35.7
Net deferral of hedging gains
{net of income taxes of $4.6) (Nate 13) — — —_ 7.8 7.8 7.8
Minimum pension tiability adjustment
(net of incomne taxes of $7.8) — —_ — 24.8 24.8 24.8
Adjustment for adoption of SFAS No. 158
{net of income taxes of $34.2} (Note 10) — — — — {72.0) (72.0)
Other — —_ {2.9) — —_ (2.9)
$ b
Balance at December 31, 2006 $ a7 $ (2004} $ 7284 1 % 4695 | $ (1122} | $  8Bbo
\ _

The accompanying notes are an integral part of the consolidated financial statements.
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FMC Technologies, Inc. and Consolidated
Subsidiaries Notes to
Consolidated Financial Statements

a

NOTE 1. BASIS OF PRESENTATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of presentation—FMC Technologies, Inc. and consolidated subsidiaries (“FMC Technologies” or “we”) designs, manufactures and
services sophisticated machinery and systems for our customers through our business segments: Energy Systems {comprising Energy
Production Systems and Energy Processing Systems), FoodTech and Airport Systems. Our consolidated financial statements have been
prepared in United States dollars and in accordance with United States generally accepted accounting principles (“GAAP”).

Use of estimates—The preparation of financial statements in conformity with GAAP requires management to make estirmates and
assumplions that affect the reported amounts of assets and liabilities and disclosures of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenue and expenses during the repdrting period. Actual results could differ from those
estimates. We base our estimates on historical experience and on other assumptions that we bélieve to be relevant under the circumstances.
In particular, judgment is used in areas such as revenue recognition using the percentage of completion method of accounting, making
_estimates assoctated with the valuation of inventory and income tax assets, and accounting for retirement benefits and contingencies. -

FPrinciples of consolidation—The consolidated financial statements include the accounts of FMC Technologies and its majority-owned
subsidiaries and affiliates. Intercompany accounts and transactions are eliminated in consohidation.

Reclassifications—Certain prior-year amounts have been reclassified to conform to the current year’s presentation.

Revenue recognition—Revenue from equipment sales is recognized either upon transfer of title to the customer (which is upon shipment
or when customer-specific acceptance requirements are met) or under the percentage of completion method. Service revenue is recognized
as the service is provided. For multiple-element revenue arrangements, such as the safe of equipment with a service agreement, we
allocate the contract value to the various elements based on objective evidence of fair value for each element and recognize revenue
consistent with the nature of each deliverable.

The percentage of completion method of accounting is used for construction-type manufacturing and assembly projects that involve
significant design and engineering effort in order to satisfy detailed customer-supplied specifications. Under the percentage of completion
method, revenue is recognized as work progresses on each contract. We primarily apply the ratio of costs incurred to date to total
estimated contract costs to measure this ratio; however, there are certain types of contracts where we consistently apply the ratio of units
delivered to date—ar units of work performed—as a percentage of total units, because it has been determined that these methods
provide a more accurate measure of progress toward completion. if it is not possible to form a reliable estimate of progress toward
completion, no revenues or costs are recognized until the project is complete or substantially complete. Any expected losses on
construction-type contracts in progress are charged to earnings, in total, in the periad the fosses are identified.

Modifications to construction-type contracts, referred to as “change orders,” effectively change the provisions of the eriginal contract, and
may, for example, alter the specifications or design, method or manner of performance, equipment, materials, sites, and/or period. for
completion of the work. If a change order represents a firm price commitment from a customer, we account for the revised estimate as if
it had been included in the original estimate, effectively recognizing the pro rata impact of the new estimate on our calculation of
progress toward completion in the period in which the firm commitment is received. If a change order is unpriced: (1) we include the
costs of contract performance in our calculation of progress toward completion in the period in which the costs are incurred or become
probable; and (2) when it is determined that the revenue is probable of recovery, we include the change order revenue, limited to the
costs incurred to date related to the change order, in our calculation of progress toward completion. Margin is not recorded on unpriced
change orders unless realization is assured beyond a reasonable doubt. The assessment of realization may be based upon our previous
experience with the customer or based upon our receiving a firm price commitment from the customer.

Progress billings generally are issued contingent on completion of certain phases of the work as stipulated in the contract. Revenue in
excess of progress billings on contracts accounted for under the percentage of completion method amounted to $211.6 million and
$159.5 million at December 31, 2006 and 2005, respectively. These unbilled receivables are reported in trade receivables on the

. cansolidated balance sheets. Progress billings and cash collections in excess of revenue recognized on a contract are classified as advance
payments and progress billings within current liabilities on the consolidated balance sheets.

* Cash equivalents—We consider investments in all highly-liquid debt instruments with original maturities of three months or less to be
cash equivalents.

Trade receivables—We provide an allowance for doubtful accounts on trade receivables equal to the estimated uncollectible amounts.
This estimate is based on historical collection experience and a specific review of each customer’s trade receivable balance.

Inventories—inventories are stated at the lower of cost or net realizable value. Inventory costs include those costs directly attributable to
products, including all manufacturing overhead but excluding costs to distribute. Cost is determined on the last-in, first-out {"LIFQ”) basis
for all domestic inventories, except cértain inventories relating to construction-type contracts, which are stated at the actual production
cost incurred to date, reduced by the portion of these costs identified with revenue recognized. The first-in, first-out ("FIFO") methed is
used to determine the cost for all other inventories.
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Impairment of long-lived and intangible assets—Long-lived assets, including property, plant and equipment, identifiable intangible assets
being amortized, capitalized software costs, and assets held for sale are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount of the long-tived asset may not be recoverable. The carrying amount of a long-lived asset
is not recoverable if it exceeds the sum of the undiscounted cash flows expected to result from the use and eventual disposition of the
asset. If it is determined that an impairment loss has occurred, the loss is measured as the amount by which the carrying amount of the
long-lived asset exceeds its fair value.

Long-lived assets held for sale are reporied at the lower of carrying value or fair value less cost to sell.

Investments—We use the equity methed to account for investments in the common stack of affiliated companies in which we have
significant influence over operating and financial policies. Significant influence is generally when we have between 20% and 50%
ownership interest. All other investments are carried at fair value or at cost, as appropriate. Each investment is reviewed regularly to
evaluate whether it has experienced an other than temporary decline in fair value. |f we believe that an other than temporary decline
exists, the investment is written down to the fair market value with a charge to earnings.

Property, plant, and equipment —Property, plant, and equipment is recorded at cost. Depreciation for financial reporting purposes is
provided principally on the straight-line basis over the estimated useful lives of the assets {land improvements—20-35 years,
buildings—20 to 50 years; and machinery and equipment—3 to 20 years). Gains and losses are reflected in income upon the sale or
retirement of assets. Expenditures that extend the useful lives of property, plant, and equipment are capitalized and depreciated over the
estimated new remaining life of the asset.

Cupitalized software costs—Other assets include the capitalized cost of internal use software (including tnternet web sites). The assets are
stated at cost less accumulated amortization and totaled $22.4 million and $19.5 million at December 31, 2006 and 2005, respectively.
These software costs include significant purchases of software and internal and external costs incurred during the application development
stage of software projects. These costs are amortized on a straight-line basis over the estimated useful lives of the assets. For internal use
software, the useful lives range from three to ten years. For Internet web site costs, the estimated useful lives do not exceed three years.

Goodwill and other intangible assets—Goodwill is not subject to amortization but is tested for impairment on an annual basis {or more
frequently if impairment indicators arise) under the provisions of Statement of Financial Accounting Standards {"SFAS”) No. 142,
“Goodwill and Other Intangible Assets.” We have established October 31 as the date of our annual test for impairment of goodwill. Qur
acquired intangible assets are being amortized on a straight-line basis over their estimated useful lives, which range from 7 to 40 years.
None of our acquired intangible assets have indefinite lives.

Reserve for discontinued operations—This reserve reflects liabilities of our disposed businesses. The balance includes reserves related

to personal injury and product liability claims associated with our discontinued operations as well as other unpaid employee-related

and transaction costs resulting from the disposals. Personal injury and product liability claims reserves are recorded based on an
actuarially-determined estimate of liabilities for both reported claims and incurred but unreported claims. Adjustments to the reserve for
discontinued operations are included in results of discontinued operations in the consclidated statemnents of income.

Income taxes—Current income taxes are provided on income reported for financial statement purposes, adjusted for transactions that do
not enter into the computation of income taxes payable in the same year. Deferred tax assets and liabilities are measured using enacted
tax rates for the expected future tax consequences of temporary differences between the carrying amounts and the tax bases of assets
and liabilities.

A valuation allowance is established whenever management believes that it is more likely than not that deferred tax assets may not be
realizable.

Income taxes are not provided on our equity in undistributed earnings of foreign subsidiaries or affiliates when it is management’s
intention that such earnings will remain invested in those companies. Taxes are provided on such earnings in the year in which the
decision is made to repatriate the earnings.

Stack-based employee compensation—Effective January 1, 2004, we adopted the fair value recognition provisions of SFAS No. 123,
“Accounting for Stock-Based Compensation,” using the retroactive restatement method described in $FAS No. 148, "Accounting for
Stock-Based Compensation — Transition and Disclosure.” Under the fair value recognition provisions of SFAS Noe. 123, stock-based
compensation cost was measured at the grant date based on the value of the award and was recognized as expense over the vesting period.

On October 1, 2005, we adopted the provisions of SFAS No. 123R, “Share-Based Payment,” which modified the recognition of share-based
compensation by (i) incorporating an estimate of forfeitures in the calculation of current expense to record and (ii) adjusting the
recognition period for new awards that accelerate vesting upon retirement to reflect the lesser of the stated vesting period or the period
until the employee becomes retirement eligible. As we previously accounted for our stock based compensation under the fair value
provisions of SFAS No, 123, the adoption of SFAS No. 123R did not have a significant impact on our financial position or resutts of operations.
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Common stock held in employee benefit trust—Shares of our common stock are purchased by the plan administrator of the
FMC Technologies, Inc. Non-Quatified Savings and [nvestment Plan and placed in a trust owned by us. Purchased shares are recorded at
cost and classified as a reduction of stockholders’ equity in the consolidated balance sheets.

Earnings per common share {"EPS’}—Basic EPS is computed using the weighted-average number of common shares outstanding. Diluted
EPS gives effect to the potential dilution of earnings which could have occurred if additional shares were issued for stock option exercises
and restricted stock under the treasury stock method. The treasury stock method assumes that proceeds that would be obtained upon
exercise of comman stock options and issuance of restricted stock are used to buy back outstanding common stock at the average market
price during the period.

Foreign currency—Financial statements of operations for which the U.S. dollar is not the functional currency, and are located in
non-highly inflationary countries, are translated to the U.S. dollar pricr to consolidation. Assets and liabilities are translated at the
exchange rate in effect at the balance sheet date, while income statement accounts are translated at the average exchange rate for each
period. For these operations, translation gains and losses are recorded as a component of accumulated other comprehensive income {loss)
in stockhalders’ equity until the foreign entity is sold or liquidated. For operations in highly inflationary countries and where the local
currency is not the functional currency, inventories, property, plant and equipment, and other non-current assets are converted to U.S.
dollars at historical exchange rates, and all gains or losses from conversion are included in net income. Foreign currency effects on cash,
cash equivalents, and debt in hyperinflationary economies are included in interest income or expense. We did not have operations in any
highly inflationary countries during 2006 or 2005.

Derivative financial instruments—Derivatives are recognized in the consolidated balance sheets at fair value, with classification as current
or non-current based upon the maturity of the derivative instrument. Changes in the fair value of derivative instruments are recorded in
current earnings or deferred in accumulated other comprehensive income {loss), depending on the type of hedging transaction and
whether a derivative is designated as, and is effective as, a hedge.

Hedge accounting is only applied when the derivative is deemed to be highly effective at offsetting changes in anticipated cash flows of
the hedged item or transaction. Changes in fair value of derivatives that are designated as cash flow hedges are deferred in accumulated
other comprehensive income {loss} until the underlying transactions are recognized in earnings. At such time related deferred hedging
gains or losses are also recorded in earnings on the same line as the hedged item. Effectiveness is assessed at the inception of the hedge
and on a quarterly basis. Any ineffectiveness identified is recorded in earnings as incurred. We also use forward contracts to hedge foreign
currency assets and liabilities. These contracts are not designated as hedges; therefore, the changes in fair value of these contracts are
recognized in earnings as they occur and offset gains or losses on the remeasurement of the related asset or liability.

Cash flows from derivative contracts are reported in the consolidated statements of cash flows in the same categories as the cash flows
from the underlying transactions,

Recently issued accounting pronouncements—In June 2006, the Financial Accounting Standards Board {“FASB”) issued interpretation
{"FIN"} No. 48, “Accounting for Uncertainty in Income Taxes,” which changes the threshold for recognizing the benefit of an uncertain tax
position, prescribes a method for measuring the tax benefit to be recorded and requires incremental quantitative and qualitative disclosures
about uncertain tax positions. Under FIN No. 48, a tax position that meets a more likely than not recognition threshold, based salely on
the technical merits of the position, will be recognized in the financial statements. The tax position will be measured at the largest
amount of benefit that is more likely than not to be realized upon ultimate settlement, Additionally, FIN No. 48 requires a tabular
presentation of potential tax benefits unrecognized at the beginning and end of the year that includes a listing of the significant changes
during the year. The guidance is effective for the first fiscal year beginning after December 15, 2006 {our 2007 fiscal year), and the
impact of adoption will be recorded as a cumulative effect of a change in accounting principle against our retained earnings balance as of
the adoption date. Based on our analysis to date, we do not believe that the cumulative effect of adopting FIN 48 will have a material
effect on our results of operations or financial position.

In September 2006, the FASB issued SFAS No. 157, “Fair Value Measurements,” which defines fair value, establishes a framework for
measuring fair value in generally accepted accounting principles, and expands disclosures about fair value measurements. SFAS No. 157
is effective in fiscal years beginning after November 15, 2007. We have not yet determined the effect that the adoption of SFAS No. 157
will have on our results of operations or financial position.

In September 2006, the FASB issued SFAS No. 158, “Employers’ Accounting for Defined Benefit Pension and Other Postretirement Plans,
an amendment of FASB Statements No. 87, 88, 106, and 132(R).” SFAS No. 158 requires recognition of the overfunded or underfunded
status of defined benefit postretirement plans as an asset or liability in the consolidated balance sheet and to recognize changes in that
funded status in comprehensive income in the year in which the changes occur. SFAS No. 158 also requires measurement of a plan’s
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assets and its obligations that determine its funded status as of the date of the consolidated batance sheet. SFAS No. 158 is effective
for recognition of the funded status of the benefit plans for fiscal years ending after December 15, 2006 (our 2006 fiscal year) and
measurement date provisions are effective for fiscal years ending after December 15, 2008. Retrospective application is not permitted.

We have applied the recognition provisions in our consolidated balance sheet as of December 31, 2006 and the disclosure requirements

in our Pensions and Postretirement and Other Benefit Plans footnote (Note 10}.

NOTE 2. EARNINGS PER SHARE ("EP5”)

The following schedule is a reconciliation of the basic and diluted EPS computations:

Years Ended December 31,

4 ™
{In millions, except per share data) 2006 2005 2004
Basic earnings per share:

Income frem continuing operations $ 2115 | $ 1315 $ 91.6
weighted average number of shares outstanding 68.5 690 . 67.6
Basic earnings per share from continuing operations $ 309 | % 191 3 1.36
Diluted earnings per share:
income from continuing operations $ 25 |3 1315 $ 91.6
Weighted average number of shares outstanding 68.5 6g.0 67.6
Effect of dilutive securities:
Options on common stock .9 1.1 1.2
Restricted stock 0.8 0.7 05
Total shares and dilutive securities 70.2 70.8 69.3

L Diluted earnings per share from continuing operations 3 3.01 $ 1.86 $ 1.32

vy

NOTE 3. DISCONTINUED OPERATIONS

We report discontinued operations in accordance with the guidance of SFAS No. 144, "Accounting for the Impairment or Disposal of
Long-Lived Assets.” Accordingly, we report businesses or asset groups as discontinued operations when we commit to a plan to divest the
business or asset group and the sale of the business or asset group is deemed probable within the next 12 months. During the fourth
quarter of 2006, our FMC Technologies Floating Systems, Inc. {“Floating Systerns”) business from the Energy Production Systems segment
and a minor unit from the FoodTech segment met these requirements and thus have been reported as discontinued operations for all

pericds presented.

On November 29, 2006, we announced the sale of our Floating Systems subsidiary for $54.4 million, and the transaction closed on
December 29, 2006. Floating Systems supplies turret and maoring systems, riser systems and control and service buoys for a broad range
of marine and subsea projects. We récorded a gain on disposal of $34.8 million, net of 1ax of $18.5 million. Net assets disposed in the sale

included $1.7 million in goodwill.

For the units classified as discontinued operations in 2006, the consolidated statements of income included the following in discontinued

operations:

Years Ended December 31,

-
(In millions)

.

2006 2005 2004
Revenue $ 1273 $ 87.5 $ 2319
Income {loss) before income taxes $ go.2 $  {46.7) % 40.9
Income tax provision {benefit) 27.3 {z1.3) 15.8
Income {loss) from discontinued operations 3 629 | % {(254) $ 25.1

—

Incremental to the income reported above for 2006 is income of $1.9 million, net of tax of $1.1 million, from previously disposed operations.

In April 2006, we signed an agreement assigning all rights, title and interests in certain of our trademarks related to previously

discontinued operations to a third party. In consideration, the third party assumed substantially all existing and future product liability
¢laims related to our construction equipment group. With the resolution of these claims, we recognized income reflecting the excess of

the liabilities assumed by the third party over the carrying value of the trademarks.

47




FMC Technologies, inc. Annual Report 2006

Reserve for Discontinued Operations—The reserve for discontinued operations amounted to $4.3 million and $6.1 million at December
31, 2006 and 2005, respectively, and represents our estimate of the liability for claims associated with equipment.manufactured by FMC
Corporation’s discantinued machinery businesses, as defined in the Separation and Distribution Agreement {Note 14} as well as unpaid
employee-related and transaction costs related to the Floating Systems disposal. Among the discontinued businesses are the power
control, beverage, marine and rail divisions.

We are self insured against product liability risk for our discontinued operations, but maintain insurance coverage that limits our exposure
to $2.75 millien per individual product liability claim.

It is possible that our liability associated with discontinued operations could differ from the recorded reserve. We cannot predict with
certainty the outcome of legal proceedings or amounts of future cash flows; however, we believe that the costs associated with the
resolution of all liabilities related to discontinued operations will not result in a material adverse effect on our consolidated financial
position or results of operations. See Note 16 regarding the possibility of warranty claims related to Floating Systems.

NOTE 4. DIVESTITURES
FMC Technologies Floating Systems, Inc—See discussion of the Floating Systems sale in Note 3, Discontinued Operations.

GTL Microsystems—On December 21, 2005, we sold our 60% interest in GTL Microsystems (“GTL"), a joint venture with Accentus ple,
for $9.8 million. This venture was created to advance the commercial development of gas-to-liquids technology and was part of the
Energy Production Systems segment. We recorded a pre-tax gain of $8.6 millien in connection with the sale.

MODEC International LLC-—We owned a 37.5% interest in MODEC International LLC, a joint venture investment with a subsidiary of
MODEC, Inc. The joint venture agreement gave us the right, beginning in May 2004, to elect to sell our interest in MODEC International
LLC for proceeds to be determined based on the relative contribution of the operating results of the joint venture to the income of
MODEC, Inc. for the preceding two fiscal years. At MODEC, inc.'s option, the proceeds could consist of cash or shares of common stock
of MODEC, tnc., or a combination thereof.

In July 2004, we communicated our decision to convert our joint venture investment and, in November 2004, we received proceeds from
MODEC, Inc,, valued at $77.0 million in exchange for our interest in MODEC International LLC. The proceeds consisted of 3.0 billion yen,
or $27.9 million, and 2.6 million cornmon shares of MODEC, Inc., valued at $49.1 million. MODEC, Inc. common stock is listed on the
Tokyo Stock Exchange and traded in Japanese yen. The pre-tax gain recorded in connection with the conversion amounted to $60.4 million.

During September 2005, we sold all of our common shares of MODEC, Inc, for $74.4 million and realized a pre-tax gain of $25.3 million -
for the year ended December 31, 2005.

With the sale of our Floating Systems subsidiary, we have no continuing involvement in floating production systems. Therefore, we have
reported this asset group as a discontinued operation for all perieds presented in the consolidated financial statements. The GTL and
MODEC international LLC joint ventures were a part of this asset group, and thus, the gains from these divestitures have been included in
discontinued operations in the consolidated statements of income. The gain on sale of our shares of MODEC, Inc. remains in income
from continuing operations fer 2005 as the gain resulted from management’s decision to hold the investment after the transaction date
rather than as a result of the operations that were discontinued. See Note 3, Discontinued Operations, for additional discussion of the
accounting treatment.

NOTE 5. INVENTORIES

Inventories consisted of the foilowing:

December 31,
f B Y
{In millions) 2006 2008
Raw materials $ 158.8 $ 1354
Work in process 169.4 120.7
Finished goods 4205 320.8
Gross inventories before LIFO reserves and valuation adjustments 748.7 585.9
LIFO reserves and vatuation adjustments {160.1) {144.8)
Net inventories $ 5886 | % ag1a
\_ J

Inventories accounted for under the LIFO method totaled $165.9 million and $117.5 million at December 31, 2006 and 2005, respectively.
The current replacement costs of LIFO inventories exceeded their recorded values by $108.5 million and $98.7 million at December 31,
2006 and 2003, respectively. During 2006 and 2004 we reduced certain LIFO inventories which were carried at costs lower than the
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current replacement costs. The result was a decrease in cost of sales by approximately $0.1 million in both 2006 and 2004. There were no
reductions of LIFQ inventory in 2005.

In November 2004, the FASB issued SFAS No. 151, “Inventory Costs, an amendment of ARB No. 43, Chapter 4.” SFAS No. 151 amends
Accounting Research Bulletin No. 43, Chapter 4, to clarify that abnormal amounts of idke facility expense, freight, handling costs and
wasted materials (spoilage) should be recognized as current period charges. In addition, SFAS No. 151 requires that allocation of fixed
praduction overhead to inventory be based on the normal capacity of the production facilities. SFAS No. 151 is effective for inventory
costs incurred during fiscal years beginning after june 15, 2005. We adopted SFAS No. 151 as of January 1, 2006, and the adoption did
not have a material effect on our results of operations, financial position or cash flows.

NOTE 6. PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment consisted of the following:

December 31,

1 (In millions) 2006 2005 )
Land and fand improvements $ 23.7 $ 24.1
Buildings 171.2 158.3
Machinery and equipment 662.8 581.1
Canstruction in process 76.4 187

934.1 802.2

Accumulated depreciation {488.4) {449.7)
Property, plant and equipment, net $ 4457 $ 3525

L —

_Depreciation expense was $56.5 million, $53.0 million, and $53.3 million in 2006, 2005, and 2004, respectively.

The amount of interest cost capitalized was $3.0 million, $1.3 million and $0.7 million in 2006, 2005 and 2004, respectively.

NOTE 7. GOODWILL AND INTANGIBLE ASSETS

Goodwill—
The carrying amount of goodwill by business segment was as foltows:

December 31,

{ {In millions) 2006 2005 )
Energy Production Systems $ 877 5 81.4
Energy Processing Systems 107 10.7

Subtotal Energy Systems 98.4 g2.1
FoodTech ) 15.4 14.8
Airport Systems 9.0 8.8

Total goodwill $ 1228 $ 1157

Certain of our goodwill balances are subject to foreign currency translation adjustments, and fluctuations in exchange rates contributed
to the increase in the total goodwill balance for 2006,

We perform annual testing for impairment as required under SFAS No. 142. Impairment losses are calculated at the reporting unit level,
and represent the excess of the carrying value of reporting unit goodwill over its implied fair value. The implied fair value of goodwill is
determined by a two-step process. The first compares the fair value of the reporting unit (measured as the present value of expected
future cash flows) to its carrying amount, If the fair value of the reporting unit is fess than its carrying amount, a second step is performed.
In this step, the fair value of the reporting unit is allocated to its assets and liabilities to determine the implied fair value of goodwill,
which is used to measure the impairment loss.

In connection with the evaluation prepared in the fourth quarter of 2004, we recorded a non-cash goodwill impairment charge of

$6.5 million ($6.1 million after tax) that eliminated all remaining goodwill associated with the blending and transfer product line in the
Energy Processing Systems business segment. The evaluation, which was prepared using the methodology described above, indicated
that the net book value of the blending and transfer unit exceeded its estimated fair value. Blending and transfer experienced a lack of
inbound orders for a sustained period of time, in part due to the volatility of oil and gas prices, which reduced the willingness of oil
companies to invest capital to upgrade existing blending facilities or to invest in new blending capacity.

49




FMC Technologies, Inc. Annual Report 2006

Intangible assets—The components of intangible assets were as follows:

December 31,

1 2006 2005 )
Cross Gross .
carrying | Accumulated | carrying | Accumulated
{In millions) ‘amount amortization amount amortization
Customer lists $ 326 $ 92 | § 306 $ 7.5
Patents and acquired technology 50.5 23.9 42.3 19.2
Trademarks 20.3 6.2 18.9 5.4
Other 1.3 o8 1.3 0.6
L Total intangible assets $ 1047 $ 401 $ 931 % 32.7

All of our acquired identifiable intangible assets are subject to amortization and, where applicable, foreign currency translation
adjustments. We recorded $4.5 million, $4.6 million and $4.5 million in amortization expense related to acquired intangible assets during
the years ended December 31, 2006, 2005 and 2004, respectively. During the years 2007 through 2011, annual amortization expense is
expected to be approximately $5.5 million.

NOTE 8. DEBT

In April 2004, we secured a five-year $250.0 million revolving credit facility maturing April 2009, In November 2005, we amended the
credit facility to extend the maturity from April 2009 to November 2010, add two one-year options to extend the term through 2012, and
adjust the fees and margins. Borrowings under the restated credit agreement bear interest at a rate equal to, at our option, either (a) a
base rate determined by reference to the higher of {1} the agent’s prime rate and {2} the federal funds rate plus 1/2 of 1% or (b} an
interest rate of 55 basis points above the London Interbank Offered Rate ("LIBOR”). The margin over LIBOR is variable and is determined
based on our debt rating. Among other restrictions, the terms of the credit agreement include negative covenants related to liens and
financial covenants related to debt to earnings ratios and interest coverage ratios. ’

Available capacity under the credit facility is reduced by outstanding letters of credit associated with the facility, which totaled
$16.1 million as of December 31, 2006. Unused capacity under the credit facility at December 31, 2006 totaled $233.9 million.

In November 2005, aur wholly owned subsidiary, FMC Technolagies B.V. {*Tech BY"), entered into a $370 million five-year revolving credit
agreement maturing in November 2010. Borrowings under the credit agreement bear interest at a rate equal to, at Tech BV's option, either
{a) a base rate determined by reference to the higher of (1} the agent’s prime rate and {2) the federal funds rate plus 1/2 of 1% or (b} an
interest rate of 55 basis points above LIBOR. The margin over LIBOR is variable and is determined based on our debt rating. In May 2006,
the outstanding borroewings on the facility were scheduled to convert to a term loan, but we renegatiated the terms of our facility to allow
for continuance as a revolving line of credit or, at our discretion and with notice to the lenders, to convert the outstanding balance to a
term loan. Upon conversion, unused capacity, if any at the time of conversion, wouid be forfeited. Among other restrictions, the terms of
the credit agreement include negative covenants related to liens and financial covenants related to debt to earnings ratios and interest
coverage ratios. Borrowings under the credit facility at December 31, 2006 totaled $263.0 million, with unused capacity of $167.0 million.
Our wholly owned subsidiary, FMC Technologies Canada Corporation, has a Canadian Dollar 5.0 million revolving credit facility. The
facility matures December 31, 2008 and contains financial covenants related to debt to earnings and interest coverage ratios. Borrowungs
bear interest at either the Canadian Doliar prime rate or bankers’ acceptance rate. There were no borrowings under the facility at
December 3t, 2006, with unused capacity of $4.3 miltion.

In January 2007, our lenders waived defaults of our restricted payment covenants in both of our five-year revolving credit facilities curing
a repurchase amount in excess of amounts ailowed by our debt covenants. Also in January 2007, our lenders amended both credit -
facilities to remove the restricted payment covenants, subject to compliance with our other debt covenants. '
Commercial paper—Under our commercial paper program, we have the ability to access short-term financing through our commercial
paper dealers up to the unused capacity of the $250.0 million five-year revolving credit facility. Commercial paper borrowings are issued
at market interest rates.

Property financing—in September 2004, we entered into agreements for the sale and leaseback of an office building having a net book
value of $8.5 million. Under the terms of the agreememt, the building was seld for $9.7 million in net proceeds and leased back under a
10-year lease. We have subleased this property to a third party under a lease agreement that is being accounted for as an operating fease.
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We have accounted for the transaction as a financing transaction and are amortizing the related obligation using an effective annual
interest rate of 5.37%.

Our future minimum lease payments under the terms of the saleteaseback were $6.5 million as of December 31, 2006, and are payable
as follows: $0.8 million in each year from 2007 through 2011, and $2.5 million thereafter.

Uncommitted credit—We have uncommitted credit lines at many of our international subsidiaries for immaterial amounts. We utilize
these facilities to provide a more efficient daily source of liquidity. The effective interest rates depend upon the local national market.

Short-term debt and current portion of long-term debt—Short-term debt and current portion of long-term debt consisted of the following:

December 31,

C N
{In millions) 2006 2005
Property financing $ 0.4 $ 03
Foreign uncommitted credit facilities 5-3 2.9
Other ’ 0.1 0.1

Total short-term debt and current portion of long-term debt $ 5.8 ) 3.3
. /

Long-term debt—Long-term debt consisted of the following:

December 31,

{In milliens) . 2006 2005
Revolving credit facilities (1) $ 2030 $ 2426
Property financing 9.3 9.6
Other o8 o8
Total long-term debt 2131 2530
Less: current portion (o5). (o4)
Long-term debt, less current portion $ 2126 $ 2526
L. ~

{1) The borrowings on our revolving credit facitities are shown as a long-term obligation on the consolidated balance sheet at December 31, 2006 because
we have bath the ability and intent to refinance these obligations on a long-term basis under the respective credit agreements.

Maturities of total long-term debt as of December 31, 2006, are payable as follows: $0.5 millien in 2007, $0.5 million in 2008, $0.4 million
in 2009, $203.5 million in 2010, $0.5 million in 2011 and $7.7 million thereafter.

Interest rate swaps—As of December 31, 2006, we have interest rate swaps related to interest payments on $150.0 million of our variable
rate borrowings on our $370 million revelving credit facility. The effect of these interest rate swaps, which were acquired in December
2005, is to fix the effective annual interest rate of these variable rate borrowings at 5.2§%. The swaps, which mature in june 2008, were
designated as hedges of interest payments, The swaps are accounted for as cash flow hedges and are included at fair value in other
assets on our consolidated balance sheet at December 31, 2006.

In the fourth quarter of 2005, we replaced our commercial paper borrowings with draws from our revolving credit facilities. As a result,
we removed the hedge relationship for our prior $150.0 million in interest rate swaps on the commercial paper borrowings, which fixed
the interest rate at 2.9%. After removing the hedge relationship, the interest rate swaps became ineffective. In December 2005, we sold
the interest rate swaps and deferred a gain of $7.7 million on the qualified hedged transaction. The remaining deferred gain in the
amount of $4.6 million is included in accumulated other comprehensive loss as of December 31, 2006 and will be amortized into interest
expense as interest expense on the underlying debt affects earnings through the maturity of the ariginal swaps in June 2008.

Taking into account the amortization of the deferred gain, the effective interest rate on the $150.0 million of variable rate borrowings
subject to the interest rate swaps will decline from the contractual fixed rate of 5.25% to an annual rate of approximately 3.2% through
June 2008.
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NOTE g. INCOME TAXES

Domestic and foreign components of income [loss) before income taxes are shown below:

Year Ended December 31,

[{m millions) 2006 2005 2004
Domestic 5 693 |3 g6 1% (2.2}
Foreign 226.7 199.4 120.3

Income before income taxes $ 2960 |% zo9o |3 1181
The provision for income taxes consisted of:
Year Ended December 31,

p
{In millions) 2006 2005 2004 W
Current:

Federal $ 62 (3% 310 |{$ (200}

State 33 3.0 (0.6)

Foreign 38.4 53.5 56.1
Total current 47.9 875 35.5
Deferred;

(Decrease} increase in the valuation allowance for deferred tax assets {12.0) (1.0} 0.4

Other deferred tax expense (benefit) 48.6 (9.0} {9.4)
Total deferred 36.6 {10.0} {9.0)

Provision for income taxes ! $ 845 |9 775 | % 26.5

\ A
Significant components of our deferred tax assets and liabilities were as follows:

December 11,

' o
(In millions) 2006 2005 -
Deferred tax assets attributable to:

Accrued expenses $ 480 $ 467
Foreign tax credit carryforwards 31.9 417
Accrued pension and other postretirement benefits 26.1 17.1
Stock-based compensation 23.1 19.6
Net operating loss carryforwards 19.1 30.9
inventories 16.5 15.5
Other .4 0.4
Deferred tax assets 165.1 171.9
Valuation allowance (4-9} (16.9)
Deferred tax assets, net of valuation allowance 160.2 155.0 )
Deferred tax liabilities attributable to:
Revenue in excess of billings on contracts accounted for under
the percentage of completion method 54.7 47.7
Property, plant and equipment, goodwill and other assets 44.5 35.1
Deferred tax liabiities 99.2 B2.8
Net deferred tax assets 5 610 b 722
. J

At December 31, 2006 and 20035, the carrying amount of net deferred tax assets and the related valuation allowance included the impact

of foreign currency translation adjustments. Included in our deferred tax assets at December 31, 2006 are U.S. foreign tax credit
carryforwards of $31.9 million, which, if not utilized, will begin to expire after 2013. Realization of these deferred tax assets is dependent
on the generation of sufficient U.S. taxable income prior to the above date. Based on long-term forecasts of operating results, management

believes that it is more tikely than not that domestic earnings over the forecast period will result in sufficient U.S. taxable incorne to fully
realize these deferred tax assets. In its analysis, management has considered the effect of foreign deemed dividends and other expected

adjustments to domestic earnings that are required in determining U.S, taxable income. Foreign earnings taxable to us as divid2nds,
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including deemed dividends for U.S. tax purposes, were $20.1 million, $474.2 million, and $30.8 million in 2006, 2005 and 2004,
respectively. The significant increase in the amount of dividends in 2005 compared to 2006 and 2004 is due to the repatriation of foreign
earnings under the American Jobs Creation Act of 2004 (the “JOBS Act") in 2005. Also included in deferred tax assets are tax benefits
related to net operating loss carryforwards attributable to foreign entities. Management believes it is more likely than not that we will not
be able to utilize certain of these operating loss carryforwards before expiration; therefore, we have established a valuation allowance
against the related deferred tax assets.

/

By country, current and non-current deferred income taxes included in our consolidated balance sheet at December 31, 2006, were as

follows:

December 31, 2006

1 Current asset Non-current asset )
(tn millions) (liability) {liability) Total
United States $ 36.2 $ 76.7 $ 129
Norway {38.2) {07) (389)
Brazil {5.9) {2.3) (8.2)
Other foreign {3-2) {1.6) (4-8)
Net deferred tax assets {liabilities) 3 {11a) 1 % 721 $ 6o
. -,

The effective income tax rate was different from the statutory U.S. federal income tax rate due to the following:

Year Ended December 31,

-~
( ’ 2006 2005 2004
Statutory U.S. federal income tax rate 35% 35% 35%
Net difference resulting from:
Foreign earnings subject to different tax rates (4} (6} {13)
Tax on foreign intercompany dividends and deemed dividends for tax purposes — 14 4
Settlement of tax dispute — — {6)
Settlement of IRS audit _ (2) —
Adjustment of foreign deferred tax accounts — (3} —
Nondeductible expenses — — 2
Change in valuation allowance (4} - -
Other 2 (1} —
Total difference (&) z {13}
Effective income tax rate ) 29% 37% 22%

In 2006, we reversed a $12.2 million valuation allowance on deferred tax assets related to our Brazilian operations. Recent profitability
and updated prejections for future taxable income in Brazil caused us to change our assessment of the recoverability of deferred tax
assets and reverse the valuation allowance established in prior years.

Included in the 2005 provision for income taxes were taxes related to the repatriation of foreign earnings during the fourth quarter of
2005. The JOBS Act created an incentive for U.S. corporations to repatriate earnings of foreign subsidiaries in 2005 by providing an 85%
dividends received deduction for qualifying dividends, We recorded income tax expense associated with the repatriation plan of
approximately $25.5 million in the fourth quarter of 2c005.

Also incfuded in the 2005 provision for income taxes is a tax benefit of $5.2 million recorded in the third quarter resulting from the
resolution of a U.S. federal income tax audit and a tax benefit of $5.4 million recorded in the fourth quarter resulting from the correction
of an immaterial error related to accounting for deferred taxes.

Our federal income tax returns for years through 200z are closed for federal income tax purposes. Management believes that adequate
provision for income taxes has been made for remaining open tax years.

U.S. income taxes have not been provided on undistributed earnings of foreign subsidiaries. The cumulative balance of these undistributed
earnings was $306.4 million at December 31, 2006. It is not practicable to determine the amount of applicable taxes that would be
incurred if any of these earnings were repatriated.
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2005 and $1.9 million in 2006,

from the locally reported pension expense.

December 31, 2006 and 2005, were as follows:
-

NOTE 10. PENSIONS AND POSTRETIREMENT AND OTHER BENEFLT PLANS

We have funded and unfunded defined benefit pension plans that togéther cover substantially all of our U.S. employees. The plans
provide defined benefits based on years of service and final average salary. Foreign-based employees are eligible to participate in

FMC Technologies-sponsored or government-sponsared benefit plans to which we contribute. One of the foreign defined benefit pension
plans sponsored by us provides for employee contributions; the remaining plans are noncontributory.

We have other postretirement benefit plans covering substantially all of our U.S. empioyees who were hired prior to January 1, 2003,
The postretirement health care plans are contributory; the postretirement life insurance plans are noncontributory.

.

In September 2005, we adopted changes to the plan design and cost sharing structure for our pre-65 and post-65 retiree healthcare plans
and integration of the Medicare Part D prescription drug component into our post-65 retiree healthcare plan. These changes, which were
effective on January 1, 2006, resulted in a reduction in the benefit obligation of $9.9 million and the annual benefit cost of $2.6 million in

We have adopted the provisions of SFAS No. 87, “Employers’ Accounting for Pensions,” as amended, for our domestic pensicn plans as
well as for many of our non-U.S. ptans, including those covering employees in the United Kingdom, Norway, Germany, Francz, Sweden
and Canada. Pension expense measured in compliance with SFAS No. 87 for the other non-U.S. pension plans is not materially different

The funded status of our U.S. qualified and nonqualified pension plans, certain foreign pension plans and U.S. pestretirement health care
and life insurance benefit plans, together with the associated balances recognized in our consolidated financial statements as of

Other
postretitement
Pensions benefits

{In millions) 2006 2005 2006 2005
Accumulated benefit obligation $ 7132 | S 6392
Projecied benefit obligation at jar:uary 1 $ 7307 |$ 6569 $ 213 3 343
Service cost ’ 32.6 26.0 0.4 0.5
Interest cost 42.0 36.9 1.2 1.6
Actuarial {gain} loss 22.2 60.1 (0.4) {4.0)
Amendments (3.9) 0.2 — (9.9}
Foreign currency exchange rate changes 30.2 (23.6) - —
Plan participants’ contributions 4.8 1.7 2.4 3.4
Benefits paid {26.0) (18.5) {4.2) {4-8}

Projected benefit obligation at December 31 841.6 7397 20.5 211
Fair value of plan assets at January 1 630.2 567.2 — —
Actual return on plan assets 92.4 65.1 — —
Foreign currency exchange rate changes 229 (17.8) —_ —
Company contributions 45.0 32.5 1.8 1.4
Plan partictpants’ cantributions | 4.8 1.7 2.4 3.4
Benefits paid {26.0) {18.5) (4.2) {4.8)

Fair value of plan assets at December 31 769.3 630.2 — -
Funded status of the plans (liability) at December 31 $ (723) (109.5) | $ (205) {211}
Unrecognized actuarial loss —_—— 148.5 1.0
Unrecognized prior service cost (income} 1.9 {17.0}
Unrecognized transition asset {3.9} —

Net amounts recognized in the consolidated balance sheet at December 31, 2005 $ 370" $ (37.0).

— 2 == |

comprehensive loss,

# Balance was comprised of $(37.1) million in accrued other postretirement benefits.

" Balance was comprised of $0.1 million in accrued pension benefits, $0.5 million in other assets and $36.4 million in accumulated other

Other noncurrent assets
Current portion of accrued pension and other postretirement benefits
Accrued pension and other postretirement benefits, net of current portion

Funded status recognized in the consolidated balance sheets at December 31, 2006

3 11.0
(4.2)
{79-1)

2 (723)

s J—
{1.8)
(18.7)
H

{20.5)
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Other
postretirement
Pensions benefits

(In millions) : 2006 2005 2006 2005

Amounts recognized in accumulated other comprehensive (income) loss:

Unrecognized actuarial loss $ 1298 $ 0.5

Unrecognized prior service cost [income) {z.3) (14-4)

Unrecognized transition asset : {3.6) ——
Accumulated other comprehensive (income) loss at December 31 $ 1239 $  (13.9)

Plans with underfunded or non-funded projected benefit obligation:
Aggregate projected benefit obligation $ 3335 1% 7360 $ zo05 $ 211
Aggregate fair value of plan assets 250.2 626.0 — -

Plans with underfunded or non-funded accumulated benefit obligation:

Aggregate accumulated benefit obligation $ 523 1% 1914
Aggregate fair value of plan assets .03 135.8
\. J
The following table summarizes the companents of net periodic benefit cost:
1 Other )
postretirerment
Pensions benefits
{In millions) 2006 2005 2004 2006 2005 2004
Components of net annual benefit cost:
Service cost $ 326 | $ 260 |3% 228 |3 o4 | % o5 | % 0.6
Interest cost 42.0 36.9 35.1 1.2 1.6 2.1
Expected return on plan assets (53.2} {45-5) {40.4) — — —
Amortization of transition asset (0.6} {0.5) 1.0 — — —
Amortization of prior service cost {benefit) 05 0.8 1.0 {2.6) (z.0) (1.6)
Recognized net loss 10.2 6.0 5.7 0.1 (0.1} 0.2
Net annual benefit cost ) $ 315 $ 23.7 $ 252 $ {og) | 8 — $ 13
L

The estimated net actuarial loss, prior service cost, and transition asset for the defined benefit pension plans that will be amortized from
accumulated other comprehensive income into net periodic benefit cost over the next fiscal year are $8.0 million, $o.5 million and

$0.6 million, respectively. The estimated prior service benefit for the other postretirement benefit plans that will be amortized from
‘accumulated other comprehensive income into net periodic benefit cost over the next fiscal year is $2.5 million.

Effect of adopting SFAS No. 158—The following table summarizes the effect of adopting SFAS No. 158 on the consolidated balance sheet
as of December 31, 2006:

( Debit {Credit) W
Under prior After
accounting application of

{In milliens) rules Adjustments [ SFAS No, 158
Assets: )
Other assets $ 1032 $ (36.8) $ 66.4
Deferred income tax asset 37.9 34.2 72.1
Liabilities and stockholders’ equity:
Current portion of accrued pension and other postretirement benefits 5 (u8) $ {4.2) $ {6.0)
Accrued pension and other postretirement benefits, net of current portion (32.6) {65.2) {97.8)
Accumulated other comprehensive loss, net of tax 40.2 72.0 112.2
. ~

The balances in the under prior accounting rules column reflect the December 31, 2006 amounts determined under the rules of
SFAS No. 87 and SFAS No. 106, “Employers’ Accounting for Postretirement Benefits Other Than Pensions.”
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Key assumptions—The following weighted-average assumptions were used to determine the benefit obligations:

i Other A
postretirement
Pensions benefits
2006 2005 2006 2005
Discount rate 5.62% 5.46% 6.00% 5-B0%
Rate of compensation increase 3.85% 3.58% — —
LS s

The weighted average discourt rate for pensions rose from 5.46% in 2005 to 5.62% in 2006, which decreased the projected benefit
obligation by $27.0 million. The higher weighted average discount rate resulted from increases in the discount rates used in determining
the pension benefits for the UK. and U.S. plans. The discount rate used for determining the U.K. pension benefit obligations grew from
4.75% in 2005 to 5.0% in 2006, decreasing the projected benefit obligation by $11.6 million. Similarly, the discount rate used in determining
U.S. pension benefit obligations increased from 5.80% in 2005 to 6.0% in 2006, which caused the projected benefit obligation to decline
by $15.4 million.

The following weighted-average assumptions were used to determine net periodic benefit cost:

r ' Other )
postretiremen:
Pensions benefits
2006 2005 2004 2006 2005 2004
Discount rate 5.46% 5.82% 6.06% 5.80% 6.00% 6.25%
Rate of compensation increase 3.58% 3.94% 3.91% — — —
Expected rate of return on plan assets 8.57% 8.56% B.57% — — —_
. vy

Prior service costs are amortized on a straight-line basis over the average remaining service period of employees eligible to receive
benefits under the plan.

Cur estimate of expected rate of return on plan assets is based primarily on the histerical performance of plan assets, current market
conditions and long-term growth expectations, Actual asset returns, net of expenses, have been 13.2%, 10.7% and 11.8% for tne years
2006, 2005 and 2004, respectively. On trailing five-year and ten-year annualized bases, actual returns on plan assets have exceeded the
expected rates of return.

For measurement purposes, 9% and 11% increases in the per capita cost of health care benefits for pre-age 65 retirees and post-age 65
retirees are assumed for 2007. The rates of increase are forecast to decrease gradually to 5% in 2011 and remain at that leve] thereafter.
Assumed health care cost trend rates will not have an effect on the amounts reported for the postretirement health care plan since our
‘benefit obligation under the plan was fully capped at the 2002 benefit level. Accordingly, a one percentage point change in the assumed
health care cost trend rates would not have a significant effect on total service and interest costs or on our postretirement health care
obligation under this plan.

Plan assets—QOur pension plan asset allocation, by asset category, was as follows:

December 31,

-
{Percent of plan assets} 2006 2005 1
Equity securities 84.9% 84.9%
Insurance contracts 79 7-6
Cash : 5.9 6.9
Debt securities a.3 0.3
Other 1o 0.3

Total 100.0% 100.0%
L v

Our pension investment strategy emphasizes maximizing returns, consistent with ensuring that sufficient assets are available 10 meet
liabilities, and minimizing corporate cash contributions. Investment managers are retained to invest 100% of discretionary funds and are
provided a high level of freedom in asset allocation. Targets include: exceeding refevant equity indices, performing in the top quartile of
all large U.S. pension plans and obtaining an absolute rate of return at least equal to the discount rate used to value plan liabilities.

Contributions—We expect to contribute $11 million to our pension plans in 2007. The pension contributions will be primarily for the U.K.
and Norway qualified pension plans. All of the contributions are expected to be in the form of cash. in 2006 and 2005, we contributed
$45.0 million and $32.5 millicn to the pension plans, respectively, which included $16.8 million and $15.0 million, respectively, to the U.S.
qualified pension plan.
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Estimated future benefit payments—The following table summarizes expected benefit payments from our various pension and
postretirement benefit plans through zo16. Actual benefit payments may differ from expected benefit payments.

i QOther )
postretirement

{In millions) Pensions benefits

2007 $ 26,6 $ 1.8

2008 281 1.9

2009 31.0 1.9

2010 329 1.9

2011 35.2 2.0
20122016 ' 219.5 99

Savings Plans—The FMC Technologies, Inc. Savings and Investment Plan, a qualified salary reduction plan under Section 401(k) of the
internal Revenue Code, is a defined contribution plan. Additionally, we have a non-qualified deferred compensation plan, the FMC
Technologies, Inc, Non-Qualified Savings and Investment Plan (“Non-Qualified Plan”), which allows certain highly compensated employees
the option to defer the receipt of a portion of their salary. We match a portion of the participants’ deferrals to the Non-Qualified Plan.
Participants earn a return based on hypothetical investments in the same options as our 401(k) plan, including FMC Technologies stock.
Changes in the market value of these participant investments are reflected as an adjustment to the deferred compensation liability with
an offset to compensation expense, As of December 31, 2006 and 2005, our liability for the Non-Qualified Plan was $27.7 million and
$20.4 million, respectively, and was recorded in other non-current liabilities. We hedge the financial impact of changes in the participants’
hypothetical investments by purchasing the investments that the participants have chosen. With the exception of FMC Technologies
_stock, which is maintained at its cost basis, changes in the fair value of these investments are recognized as an offset to compensation
expense. As of December 31, 2006 and 2005, we had investments for the Non-Qualified Plan totaling $20.7 million and $14.9 miltion,
respectively, at fair market value and FMC Technologies stock held in trust of $4.5 million and $3.6 million, respectively, at its cost basis.

We recognized expense of $12.7 million, $11.1 million and $9.7 million, for matching contributions to these plans in 2006, 2005 and
2004, respectively.

NOTE 11. STOCK-BASED COMPENSATION

We sponsor a share based compensation plan, which is described below, and have granted awards primarily in the form of stock options
and nonvested stock awards (also known as restricted stock in the plan document). In each of the last three years, we have recognized
compensation expense for awards under the plan and the corresponding income tax benefits related to the expense. The recorded
amounts for each of the years in the three year period ended December 31, 2006 are as follows:

- ™
{In millions} 2006 2005 2004
Stock-based compensation expense

Stock options $ 16 | $ 3.7 $ 50
Restricted stock 18.1 12.0 6.8
Other . 1.2 0.8 0.5
Total stock-based compensation expense $ 20.9 $ 16.5 $ 123
| Income tax benefits related to stock-based compensation expense $ 8.2 $ 6.4 3 4.8 )
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Stock-based compensation expense is recognized over the service period designated in each award. As of December 31, 2006, a portion of
the stock-based compensation expense related to outstanding awards remains to be recognized in future periods. The compensation

. expense related to nonvested awards yet to be recognized totaled $23.2 million for restricted stock. These costs are expected to be

; recognized over a weighted average period of 1.5 years.

Prior to the adoption of SFAS No. 123R, cash retained as a result of tax deductions relating to stock-based compensation was presented in
operating cash flows, along with other tax cash flows. With the adoption of SFAS No. 123R, the tax benefits relating to excess stock-based
compensation deductions are presented prospectively, beginning in the year of adoption, in the statement of cash flows as financing cash
inflows. Tax benefits resulting from stock-based compensation deductions in excess of amounts reported for financial reporting purposes
were $17.9 million and $5.5 million for 2006 and 20035, respectively, and have been presented as financing cash inflows during those
years. Cash flows for 2004 and prior periods have not been revised to reflect this reclassification.

Incentive Compensation and Stock Plan

The FMC Technologies, Inc. Incentive Compensation and Stock Plan {the “Plan”) provides certain incentives and awards to officers,
employees, directors and consultants of FMC Technologies or its affiliates. The Plan allows our Board of Directors (the “Board”) to make
various types of awards to non-employee directors and the Compensation Committee (the “Committee”) of the Board to make various types

of awards 1o other eligible individuals.
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Awards include management incentive awards, common stock, stock options, stock appreciation rights, restricted stock and stack units.
All awards are subject to the Plan’s provisions.

An aggregate of 16.5 million shares of our common stock were authorized for awards under the Plan, As of December 31, 20¢6, 9.9 million
authorized shares remain and are reserved to satisfy the 3.4 million award shares currently outstanding as well as future awards granted.

Management incentive awards may be awards of cash, common stock options, restricted stock or a combination thereof. Granis of common
stock options may be incentive and/or nonquatified stock options. Under the plan, the exercise price for options cannot be less than the
market value of our common stock at the date of grant. Options vest in accordance with the terms of the award as determinec by the
Committee, which is generally after three years of service, and expire not later than 10 years after the grant date. Restricted stock grants
specify any applicable perfarmance goals, the time and rate of vesting and such other provisions as determined by the Committee.
Restricted stock grants generally vest after three to four years of service and provide for accelerated vesting if a participant reaches
retirement age prior to the scheduled vesting date. Additionally, awards vest immediately upon a change of control as defined in the Plan
agreement. A change of control is deemed to have occurred if (i} an individual or group acquires 20% or more of our then outstanding
stock, {ii} a sale or other disposition of all or substantially all of ocur assets is consummated, (iii} a reorganization or merger is completed
resulting in the shareholders immediately prior to the transaction holding 60% or less of the shares of the newly created corporation or
(iv) a majority of the Board of Directors is replaced by means of an election contest or solicitation of proxies.

Stock-based compensation awards to non-employee directors consist of stock units, restricted stock and common stock options. Awards to
non-employee directors generally vest on the date of our annual stockholder meeting following the date of grant. Stock options are not
exercisable, and restricted stock and stock units are not issued, until a director ceases services to the Board. At December 31, 2006,
outstanding awards to active and retired non-employee directors included 5 thousand vested stock optiens and 171 thousand stock units.” .

Restricted Stock—

We measure compensation cost on restricted stock awards based on the market price at the grant date and the number of shares
awarded. The compensation cost for each award is recognized ratably over the applicable service period, after taking into account
estimated forfeitures. A summary of the nonvested restricted stock awards as of December 31, 2006 and changes during the year is
presented below:

- Weigthted-
average

(Number of restricted stock shares in thousands} Shares grant date: fair value
Nonvested at December 31, 2005 1,516 3 26.59

Cranted 497 3 48.71

Vested/Settled - {397) $ 20.09

Forfeited (20) $ 36.01
Nonvested at December 31, 2006 1,596 $ 34.98

In 2006, we granted time-based restricted stock awards, as well as awards with performance and market conditions. The vesting peried
for these awards is three years from the grant date.

For current year performance-based awards, the payout was dependent upon our performance relative to a peer group of companies with
respect to EBITDA growth and return on investment for the year ending December 31, 2006. Based on results for the performznce period,
the payout will be 70 thousand shares at the vesting date in January 200g. Compensation cost has been measured for 2006 based on the '
actual outcome of the performance conditions.

For current year market-based awards, the payout was contingent upon our perfermance relative to the same peer group of companies
with respect to total shareholder return for the year ending December 31, 2006. Based on results for the performance pericd, the payout
will be 47 thousand shares at the vesting date in January 2009. Compensation cost for these awards has been calculated using the grant
date fair market value, as estimated using a Monte Carlo simulation.

The following summarizes values for restricted stock activity in each of the years in the three year period ended December 31, 2006:

( 2006 2005 2004
Weighted average grant date fair value of restricted stock awards granted $ 4871 | 3 3367 | % 2580
Fair value of restricted stock vested (in millions) $ 183 3 24 | % 3.9 )

© On January 2, 2007, approximately 400 thousand restricted stock awards vested and were issued to employees.
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The fair value of each option grant is estimated on the date of grant using the Black-Scholes option-pricing model with the foliowing
weighted-average assumptions used for grants in 2004. There were no options granted in 2006 or 2005,

( )
Risk-free interest rate 3.1%
Stock volatility 15.1%
Expected life in years 5

Expecied dividend yield

The expected volatility is based on historical information on our share price as well as data from comparable companies. We incorporated

the volatility data from comparable companies because of our limited historical share price information since our initial public offering in
2001. Compensation expense on stock options is calculated using the fair value of options, as determined in the option-pricing model, and

the number of options granted, reduced by the estimated forfeitures.

The following shows stock option activity for the year ended December 31, 2006:

-

Weighted-
Weighted- average
Shares average remaining | Aggregate
under exercise contractual Intrinsic
{Number of stock options in thousands, intrinsic value in millions) option price term Value
Qutstanding at December 31, 2005 2,949 $ 2029
Granted with exercise price equal to fair value — $ —
Exercised/Settled (1375} | $ 1957
Forfeited 6y | % 2522
Cutstanding at December 31, 2006 1,568 $ 2089 5.5 3 639 .
| Exercisable at December 31, 2006 1,131 $ 1921 4.9 $ 480 |

The aggregate intrinsic value reflects the value to the option holders, or the difference between the market price as of December 31, 2006

and the exercise price of the option, which would have been received by the option holders had all options been exercised as of that date.

While the intrinsic value is representative of the value to be gained by the option holders, this value is not indicative of compensation
expense recorded by us, which is calculated based on the option-pricing model described above.

On January 2, 2007, approximately 437 thousand options became exercisable at a weighted-average exercise price per share of $25.22

with expiration in February 2014.

The following summarizes values for option activity in each of the years in the three year period ended December 31, 2006:

[ 2006 2004 2004 )
Weighted average grant date fair value of options granted $ — 3 — $ 907
Intrinsic value of options exercised (in millions) $ 510 % z09 $ 275

APIC Pool—

In November 2005, the FASB issued Staff Position FAS 123R-3, “Transition Election Related to Accounting for the Tax Effects of Share
Based Payment Awards,” which atlowed a one-time election to adopt one of two acceptable methodologies for calculating the initial
additional paid in capital {"APIC"} pool. During the third quarter of 2006, we elected to adopt the transition guidance for the APIC peol in
paragraph 81 of SFAS No. 123R. The APIC pool reflects the excess tax benefits generated upon stock option exercise or restricted stock
issuance when our allowable income tax deduction for the award exceeds the compensation expense recorded for book purposes.
Subsequent to adaption, the APIC pool will be increased by tax benefits from stock-based compensation and decreased by tax losses
caused when the recorded stock-based compensation for book purposes exceeds the allowable income tax deduction, As of December 31,

2006, our APIC pool totaled $27.1 million.
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NOTE 12. STOCKHOLDERS' EQUITY

Capital stock—The following is a summary of our capital stock activity during each of the years in the three-year period encled
December 31, 2006:

Commeon stock Commeon
Common held in employee | stock held in

{Number of shares in thousands) stock issued benefit trust treasury
December 31, 2003 66,405 164 —

Stock awards 2,399 — —
Net stock sold from employee benefit trust — (57) —
December 31, 2004 68,804 167 -
Stock awards 1,202 — —
Treasury stock purchases — — 1,751
Net stock purchased for employee benefit trust — 21 —
December 31, 2005 70,006 128 1,751
Stock awards ’ 1,368 — —
Net treasury stock purchases (reissuances) — — 2,245
Net stock sold from employee benefit trust — {15} —
December 31, 2006 71374 113 3.996

The plan administrator of the Non-Qualified Plan purchases shares of our common stock on the open market. Such shares arz placed in a
trust owned by FMC Technologies.

We were authorized by our Board of Directors to repurchase up to two million shares of our issued and ocutstanding common stock. In
February 2005, we announced plans to begin repurchasing shares. Of the two million shares authorized, we repurchased 1,750,856 shares
for $63.9 miilion in the year ended December 31, 2005. In February 2006, the Board of Directors approved the repurchase of an additional
five million shares of our issued and outstanding common stock. In the year ended December 31, 2006, we repurchased 2,517,180 shares
for $142.5 million and reissued 274,856 shares in connection with our incentive compensation plan. in February 2007, the Board of
Directors approved the repurchase of an additional eight million shares of our issued and outstanding common stock. We intand to hold
repurchased shares in treasury for general corporate purposes, including issuances under our employee stock plans. The treasury shares
are accounted for using the cost method. :

No cash dividends were paid on our common stock in 2006, 2005 or 2004.

On June 7, 2001, our Board of Directors declared a dividend distribution to each recordholder of common stock of one Preferred Share
Purchase Right for each share of common stock outstanding at that date. Each right entitles the holder to purchase, under certain
circumstances related to a change in control of FMC Technologies, one one-hundredth of a share of Series A junior participating preferred
stock, without par value, at a price of $g5 per share (subject to adjustment), subject to the terms and conditions of a Rights Agreement
dated june 5, 2001. The rights expire on June 6, 2011, unless redeemed by us at an earlier date. The redemption price of $0.01 per right
is subject to adjustment to reflect stock splits, stock dividends or similar transactions. We have reserved 800,000 shares of Series A junior
participating preferred stock for possible issuance under the agreement.

Accumulated other comprehensive income floss)—Accumulated other comprehensive income (loss) consisted of the following:

December 31,

s ~
{In millions) 2006 2005
Cumulative foreign currency translation adjustments . $ [(49.9) $  (85.6)
Curnulative deferral of hedging gains, net of tax 12.0 4.2
Cumulative deferral of pension and other postretirement benefit losses, net of tax {74.3) —
Cumulative minimum pension liability adjustments, net of tax — (z7.1)

Accumulated other comprehensive loss $ (1122) [5 [(108.5)

NOTE 13. DERIVATIVE FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

Derivative financial instruments—We hold derivative financial instruments for the purpose of hedging the risks of certain identifiable
and anticipated transactions. In general, the types of risks hedged are those relating to the variability of future earnings and cash
flows caused by movements in foreign currency exchange rates and interest rates. We document our risk management strategy and
hedge effectiveness at the inception of and during the term of each hedge. tn hedging the transactions we hold the following types of
designated cash flow derivatives:
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Foreign exchange rate agyreements—The purpose of this instrument is to hedge the risk of changes in future cash tlows of anticipated
purchase or sale commitments denominated in foreign currencies.

Interest rate swaps—The purpose of this instrument is to hedge the uncertainty of anticipated interest expense from variable-rate debt
obligations and achieve a fixed net interest rate.

We manufacture and sell our products in a number of countries throughout the world and, as a result, are exposed to movements in
foreign currency exchange rates. Our major foreign currency exposures involve the markets in Western and Eastern Europe, South
America, Asia, and Canada. The purpose of our foreign currency hedging activities is to manage the volatility associated with anticipated
foreign currency purchases and sales created in the normal course of business. We primarily utilize forward exchange contracts with
maturities of less than 2 years,

Qur policy is 1o hold derivatives only for the purpose of hedging risks, and not for trading purposes where the objective is solely to
generate profit. Generally, we enter into hedging relationships such that changes in the fair values or cash flows of items and transactions
being hedged are expected to be offset by corresponding changes in the fair value of the derivatives. At December 31, 2006, hedging
relationships existed for highly probable foreign-currency-denominated purchase and sale commitments, existing asset and liability foreign
currency exposures, and to convert floating rate debt to fixed rate debt.

The following table of all outstanding derivative instruments is based on estimated fair value amounts that have been determined using
available market information and commonly accepted valuation methodologies. Accordingly, the estimates presented may not be indicative
of the amounts that we would realize in a current market exchange and do not represent potential gains or losses on these agreements,

December 31, 2006

December 31, 2005

( Carrying Fair Carrying Fair
{In milkions) Value Value Value Value
Foreign Exchange Forward Contracts:
Assets $ 364 | $ 364 | % 216 1 % 21.6
Liabilities $ 325 | $ 325 | § 225 | § 22.5
Interest Rate Swaps:
Assets $ o8 | % o8 | % — | % —
Liabifities $ — 1% — | 3% — |3 .

\ -/

Derivatives that have been designated as cash flow hedging instruments are reported at fair value. The gain or loss on the effective partion
of the hedge (i.e., change in fair value) is initially reported as a component of other comprehensive loss. The remaining gain or loss, if
any, is recognized currently in earnings. Amounts in accurnulated other comprehensive loss are reclassified into net income in the same
period in which the hedged forecasted transaction affects earnings.

Hedge ineffectiveness and the portion of derivative gains or losses excluded from assessments of hedge effectiveness, related to cash flow
hedges and which were recorded in cost of sales were a loss of $1.9 million for the year ended December 31, 2006, and immaterial during
the years ended December 31, 2005 and 2004.

Hedge accounting is discontinued when it is probable that the forecasted transaction will not occur. Gains or losses that were accumulated
in other comprehensive loss will be recognized immediately in current period earnings. Gains related to discontinued hedging relationships
were $3.8 million, $0.4 million, and $0.5 miftion for the years ending December 31, 2006, 2005, and 2004 respectively.

Cash flow hedges of forecasted transactions, net of tax, resulted in an aggregate credit balance of $12.0 million and $4.2 million remaining
in accumulated other comprehensive loss at December 31, 2006, and 2005, respectively. We expect to transfer approximately $3.3 million
of that amount to earnings during 2007 when the forecasted transactions actually occur. All forecasted transactions currently being hedged
are expected 1o occur by 2012,

We hold certain forward contracts that have not been designated as cash-flow hedging instruments. These contracts are used to hedge
the exposure to foreign currency fluctuations associated with certain monetary assets and liabilities, they are recorded at fair value, and
the changes in fair value are recorded in earnings. The gains and losses, net of remeasurement of assets and liabilities, which were
recorded in earnings for contracts not designated as hedging instruments were $2.0 million loss, $5.0 million loss, and $3.4 million gain
for the years ending December 31, 2006, 2005, and 2004, respectively.

Fair value disclosures—The carrying amounts of cash and cash equivalents, trade receivables, accounts payable, short-term debt,
commercial paper, and debt associated with revolving credit facilities, as well as amounts included in other current assets and other
current liabilities that meet the definition of financial instruments, approximate fair value because of their short-term maturities.

.
B
&
[
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|-

Investments and derivative financial instruments are carried at fair value, determined using available market information.
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Credit risk— By their nature, financial instruments involve risk, including credit risk for non-performance by counterparties. Financial
instruments that potentially subject us to credit risk primarily consist of trade receivables and derivative contracts. We managz our credit
risk ort financial instruments by dealing with financially secure counterparties, requiring credit approvals and credit limits, and monitoring
counterparties’ financial condition. Qur maximum exposure to credit loss in the event of non-performance by the counterparty is fimited to
the amount drawn and outstanding on the financial instrument. Allowances for losses are established based on collectibility assessments,

NOTE 14. RELATED PARTY TRANSACTIONS

FMC Corpbmn’on—FMC Technologies was a subsidiary of FMC Corporation until the distribution of FMC Technologies’ common stock by
FMC Corporation, which was completed on December 31, 2001.

in fune 2001, FMC Cerporation contributed to us substantially all of the assets and liabilities of the businesses that comprise

FMC Technologies (the "Separation”). FMC Technologies and FMC Corporation entered into certain agreements which defined key
provisions related to the Separation and the ongoing relationship between the two companies after the Separation. These agreements
included a Separation and Distribution Agreement [*SDA"} and a Tax Sharing Agreement, which provided that FMC Technologies and
FMC Corporation would make payments between them as appropriate to properly allocate tax liabilities for pre-Separation periods.

As parties to the SDA, FMC Corporation and FMC Technologies each indemnify the other party from liabilities arising from their respective
businesses or contracts, from liabilities arising from breach of the SDA, from certain claims made prior to our spin-off from FMC
Carporation, and for claims related to discontinued operations {Note 16).

During 2004, we received $6.g million from FMC Corporation as a result of a judgment in a tax dispute that arose in connection with
the Separation.

MODEC International LLC and MODEC, Inc—Until 2004, we were a partner in the MODEC International LLC joint venture. MODEC, Inc.,
the parent of our joint venture partner in MODEC International LLC, completed an initial public offering of approximately 11% of its
common stock on the Tokyo Stock Exchange in July 2003. Beginning in May 2004, we had an annual right to convert aur join: venture
interest in MODEC International LLC into shares of common stock of MODEC, Inc., or, at MODEC, -Inc.'s option, a combination of cash
and common stock with total equivalent value. During 2004, we elected to exchange our interest in MODEC International LLC under
terms of the joint venture agreement, and then in 2005, we sold our resulting investment in MODEC, Inc. common stock (Note 4). In
2006, MODEC, Inc. purchased our Floating Systems subsidiary {Note 3).

NOTE 15. WARRANTY OBLIGATIONS

We provide warranties of various lengths and terms to certain of our customers based on standard terms and conditions and negotiated
agreements. We provide for the estimated cost of warranties at the time revenue is recognized for products where reliable, historical
experience of warranty claims and costs exists. We also provide warranty liability when additional specific obligations are identified. The
obligation reflected in other liabilities in the consolidated balance sheets is based on historical experience by product and considers
failure rates and the related costs in correcting a product failure. Warranty cost and accrual information is as follows:

r — ™
(In millions}) 2006 200§
Balance at beginning of year 3 184 $ 122
Expenses for new warranties 21.2 25.8
Adjustments to existing accruals {19) {0.6)
Claims paid (18.5) (19.0)

Balance at end of year $ w2 b 1B4
. ’ v

NOTE 16. COMMITMENTS AND CONTINGENT LIABILITIES

Commitments—We lease office space, manufacturing facilities and various types of manufacturing and data processing equipment.
Leases of real estate generally provide for payment of property taxes, insurance and repairs by us. Substantially all leases are classified as
operating leases for accounting purposes. Rent expense under operating leases amounted to $53.6 million, $37.5 million and $34.2 million
in 2006, 2005 and 2004, respectively.

Minimum future rental payments under noncancelable operating leases amounted to approximately $283.5 million as of Decernber 31,
2006, and are payable as follows: $39.1 million in 2007, $32.1 million in 2008, $29.4 million in 2009, $26.0 millien in 2010, $235.3 million
in 2011 and $131.6 million thereafter. Minimum future rental payments to be received under noncancelable subleases totaled $:1.2 million
at December 31, 2006.

In connection with the acquisition of CDS Engineering {“CDS"), we have a commitment to acquire the remaining ownership interest in CDS
in 2009 and 2011. In 2009, we will acquire an incremental 45% interest of CDS at a purchase price of slightly less than 6.5 times the average
of 49% of CDS’s 2007 and 2008 earnings before interest expense, income taxes, depreciation and amortization ("EBITDA”). In 2011, we will
purchase the remaining 4.95% at a purchase price of slightly less than 6.5 times the average of 4.95% of CDS’s 2009 and 2010 EEITDA.
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Contingent lichilities associated with guarantees—In the ordinary course of business with customers, vendors and others, we issue
standby letters of credit, performance bonds, surety bonds and other guarantees. These financial instruments, which totaled approximately
$512 million at December 31, 2006, represented guarantees of our future performance. We also have provided approximately $44 million
of bank guarantees and letters of credit to secure a portion of our existing financial obligations. The majority of these financial instruments
expire within two years; we expect to replace them through the issuance of new or the extension of existing letters of credit and surety
bends.

At December 31, 2006 and 2005, we have guarantees relating to third party financial obligations of approximately $0.4 million.

We were primarily liable for an Industrial Development Revenue Bond payable to Franklin County, Ohio, until the obligations under the
bond were assigned to a third party when we sold the land securing the bond. At December 31, 2006, the maximum potential amount of
undiscounted future payments that we could be required to make under this bond is $3.0 million through final maturity in October 2009.
Should we be required to make any payments under the bond, we may recover the property from the current owner, sell the property
and use the proceeds to satisfy our payments under the bond. Management believes that proceeds from the sale of the property would
cover a substantial portion of any potential future payments required.

Management believes that the ultimate resolution of cur known contingencies will not materially affect our consolidated financial position
or results of operations.

Contingent liabilities associated with legal matters— In February 2003, we initiated court action in the Judicial District Court in Harris
County, Texas, against ABB Lummus Glabal, Inc. ("ABB"), seeking recovery of scheduled payments owed and compensatory, punitive and
other damages. Qur court action also named an ABB joint venture as a party; therefore, the other joint venture member, Heerema
Zwijndrecht B.V., would share joint and several liability with ABB for the obligations of the joint venture. In December 2006, we incurred
expense of $1.7 million to settle all claims and legal fees related to this dispute and the action was dismissed.

We are named defendants in a number of multi-defendant, multi-plaintiff tort lawsuits. Under the SDA with FMC Corporation, which
contains key provisions relating to our 2001 spin-off from FMC Corporation, FMC Corporation is required to indemnify us for certain
claims made prior to the spin-off, as well as for other claims related to discontinued operations. We expect that FMC Corporation will
bear responsibility for the majority of these claims. Claims of this nature have also been asserted subsequent to the spin-off. While the
ultimate responsibility for all of these claims cannot yet be determined due to lack of identification of the products or premises involved,
we also expect that FMC Corparation will bear responsibility for a majority of these claims initiated subsequent to the spin-off.

While the results of litigation cannot be predicted with certainty, management believes that the most probable, ultimate resolution of
these matters will not have a materia! adverse effect on our consolidated financial position or results of operations,

We have been working with a customer {BP p.lc.} to evaluate leaks discovered in subsea manifelds. The leaks were detected in 2006
during the customer’s pressure testing of a subsea system that we delivered in 2004. There were no hydrocarbons present in the system
during testing. We believe that the manifolds were built in compliance with industry standards and customer specifications. The testing
has not identified any issues with the design or production of the manifolds, and at this time, while BP p.l.c. has reserved their rights to
do so, no claim has been asserted against us.

We are subject to a warranty period refated to a completed contract provided by the Floating Systems business. The customer may draw
up to $12.6 million for warranty claims pursuant to a bank guarantee established in conjunction with the contract. Any potential warranty
expense would be reflected in income {loss) from discontinued operations.

NOTE 17. BUSINESS SEGMENTS

Qur determination of our four reportable segments was made on the basis of our strategic business units and the commonalities among
the products and services within each segment, and corresponds to the manner in which our management reviews and evaluates operating
performance. We have combined certain similar operating segments that meet applicable criteria established under SFAS No. 131,
"Disclosures about Segments of an Enterprise and Related Information.”

Our reportable segments are:

«  Energy Production Systems - designs and manufactures systems and provides services used by oif and gas companies involved in land
and offshare, particularly deepwater, exploration and production of crude oil and gas.

»  Energy Processing Systems - designs, manufactures and supplies technologically advanced high pressure valves and fittings for oilfield
service customers; also manufactures and supplies liquid dnd gas measurement and transportation equipment and systems to
customers involved in the production, transportation and processing of crude oil, natural gas and petroleurn-based refined products.

+  FoodTech - designs, manufactures and services technologically sophisticated food processing and handling systems used for, among
other things, fruit juice production, frezen foed production, shelf-stable food production and convenience food preparation by the
foed industry.

*  Airport Systems - designs, manufactures and services technologically advanced equipment and systems primarily for commercial
airlines, air freight companies, and airports. ) .

Total revenue by segment includes intersegment sales, which are made at prices approximating those that the selling entity is able to

obtain on external sales. Segment operating profit is defined as total segment revenue less segment operating expenses. The following

items have been excluded in computing segment operating profit: corporate staff expense, net interest income {expense) associated with
corporate debt facilities and investments, income taxes, and other expense, net.
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Segment revenue and seqgment operating profit

Year Ended December 31,

.

s i
{In millions}) 2006 2005 2004
Revenue: ‘

Energy Production Systems $ 22495 [ % 17705 | $ 11,2701
Energy Processing Systems 672.3 5218 493.3
Intercompany eliminations (1.3) {3.0) {10.7)

Subtotal Energy Systems 2,020.5 2,289.3 1,752.7
FoodTech 533.4 5315 511.6
Airport Systems 344.0 327.3 279.8

_Intercompany eliminations (7-2} (8.8) (8.3}
Total revenue $ 37907 13 31393 | $ 25358
Income before income taxes:

Segmeni operating profit:
Energy Production Systems $ 1012 [ 3 1285 | & 90.3
Energy Processing Systems 100.9 54.1 27.4
Subtotal Energy Systems 292,1 182.6 i17.7
foodTech 47.2 40.0 37.1
Airport Systerns 25.9 23.8 16.0
Total segment operating profit 365.2 246.4 170.8
Corporate items:
Corporate expense {1) (32.8) (30.0} (28.3)
Other expense, net {2} {29.7) (27.2) (17.5)
Gain on sale of investments (3) — 25.3 —
Net interest expense (6.7) (5-5) (6.9}
Total corporate items {69.2) {374) {52.7}
Income before income taxes 296.0 209.0 1181
Provision for income taxes 845 77.5 26,5
Income from coentinuing operations 2115 131.5 91.6
Incame {loss) from discontinued operations, net of tax 64.8 {25.4) 25.1
Net income $ 2763 $§ mnby

$ 1061

=

{1) Corporate expense primarily includes corporate staff expenses.

{z) Other expense, net, generally includes stock-based compensation, other employee benefits, LIFO adjustments, and the impact of unusual transactions

not representative of segment operations,

(3} In 2005, the Company liquidated its investment in MODEC, Inc. and recorded a gain of $25.3 million (see Note 4).
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Segment operating capital employed and seyment assels

December 31,

(" {In millions) 2006 2005

Segment operating capital employed (1}:

Energy Production Systems $ 7508 $ 4640
Energy Processing Systems . 203.8 193.5
Subtotal Energy Systems 964.6 657.5
FoodTech 146.1 162.4
Airport Systems 92.2 85.7
Total segment operating capital employed 1,202.9 905.6
Segment liabilities included in total segment operating capital employed (2} 1,132.2 944.8
Corporate (3} 138.2 208.2
Assets of discontinued operations (3) 14.5 370
Total assets $ 24878 $ 2,095.6

Segment assets:

Energy Production Systems 3 15047 $ 10695
Energy Processing Systems 333.2 307.9
Intercompany eliminations (1.7) {11)
Subtotal Energy Systems 1,836.2 1,376.3
FoodTech 342.7 3334
Airport Systems 156.2 140.7
Total segment assets 2,3365.1 1,850.4
Corparate {3} 138.2 2082
Assets of discontinued operations (4) 14.5 37.0
{ Total assets ’ $ 24878 3 20056
~

(1} FMC Technologies' management views segrent operating capital employed, which consists of assets, net of its liabilities, as the primary measure of

segment capital. Segment operating capital employed excludes debt, pension liabilities, income taxes and LIFQ reserves.

(2} Segment liabilities included in total segment operating capital employed consist of trade and other accounts payable, advance payments and progress
billings, accrued payroll and other liabilities.

(3} Corporate includes cash, LIFO inventory reserves, deferred income tax balances, property, plant and equipment not associated with a specific segment,
pension assets and the fair value of derivatives.

(4) During 2006, our Floating Systems subsidiary and a minor FoodTech unit met the requirements of discontinued operations (see Note 3).
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Geographic segment information

Geographic segment sales were identified based on the location where the Company’s products and services were delivered. Ceographic
segment long-lived assets include investments; property, plant and equipment, net; goodwill; intangible assets, net; and certain other
hon-current assets. '

Year Ended December 31,

' ™y
{In millions) 2006 2008 2004
Revenue {by location of customer):

United States $ 1,1918 [ § 10104 | § 9210
Norway 429.2 430.9 391.0
All other countries 2,169.7 1,698.0 1,223.8
Total revenue $ 37907 [ % 31393 | $ 25358 J
L et
December 31,

' ~
{in millicns) 2006 2005 2004
Long:tived assets:

' United States $ 31603 2807 | % 319
Brazil 94.2 79.8 66.4
Netherlands 56.3 §7-1 58.4
All other countries 235.3 160.4 178.1

Total long-ived assets 3 70108 §$ s57Bo | % 6148

\

Other business segment information

( Depreciation and Research and A

Capital expenditures amortization development expense
Year Ended Year Ended Year £nded
December 31, December 31, December 31,

{In millions) 2006 2005 2004 2006 2005 2004 2006 2005 2004

Energy Production Systemns $ 9438 $ 593 $ 216 | $ 363 $ 3128 $ 300 $ 269 $ 235 $ 217

Energy Processing Systems 16.2 9.4 4.4 8.2 7.7 8.2 6.1 5.7 5.9

Subtotal Energy Systems 1110 68.7 26.0 44.5 40.5 38.2 33.0 29.2 27.6

FoedTech 217 20.0 19.4 214 205 20.6 11.3 13.0 12.7

Airport Syste'ms 1.3 1.9 1.1 2.3 2.0 1.9 5.6 5.9 - 59

5 Corporate 4.6 1.2 1.0 2.6 2.0 2.0 — — —_—

Total $ 1386 |3 018 $ 475 | $ 708 |$ %650 $ 62y $ 499 % 38 $ 462

. >,
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o

2006 2008
{In millions, except per share data
and common stock prices) 4th Qtr. 3rd Qur. and Qtr. 15t Qtr. 4th Qtr. 3rd Q1r. 2nd Qtr. 15t Qtr.
Revenue $1,076.6 $938.3 $949.2 $826.6 $936.0 $760.4 $792.4 $650.5
Cost of sales 871.7 742.5 764.6 647.6 759.3 6108 645.2 526.2
tncome from continuing operations 65.2 574 45.8 431 238 55.0 35.2 17.5
tncome (loss) from discontinued
operations 376 3.6 19.7 39 72 (9.3) {5.8) {17.5)
Net income $ 1028 $ 610 $ 655 $ 47.0 3 3o $ 45.7 $ 204 $ oo
Basic earnings per share {1} $ 151 $ 089 $ 095 $ 068 $ 045 $ 0.66 $ 043 $ o.c0
Diluted earnings per share {1} § 148 $ o.B7 $ 093 $ 067 $ 044 $ 0.65 $ 042 $ 000
Common stock price:
High § 6385 $70.27 $71.33 $51.82 $43.78 $42.11 $33.76 $35.87
Low $ 5037 $51.28 $50.68 $45.00 $34.87 $32.00 $29.05 $29.44

T

{1) Basic and diluted EPS are computed independently for each of the periods presented. Accordingly, the sum of the quarterly EPS amounts may nat

agree to the annual total.

During the fourth quarter of 2006, we sold our Floating Systems business, thus exiting the floating production systems product line. The
results for this business have been classified as a discontinued operation for all perieds presented.

In the third quarter of 2005, we recorded a gain on the sale of an investment amounting to $25.3 million {$15.4 million after tax). In the
fourth quarter of 2005, we recognized $25.5 million in income tax provision as a result of repatriating foreign earnings under the

provisions of the JOBS Act.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
The Board of Directors and Stockholders of FMC Technologies, Inc.:

We have audited the accompanying consolidated balance sheets of FMC Technologies, Inc. and consolidated subsidiaries (th: Company)
as of December 31, 2006 and 2005, and the related consolidated statements of income, cash flows and changes in stockholders’ equity for
each of the years in the three-year period ended December 31, 2006. These consolidated financial statements are the responsibility of the
Company's management. Our responsibility is to express an opinion on these consolidated financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial staternent presentation. We believe that our audits provide a raasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of
FMC Technologies, Inc. and consolidated subsidiaries as of December 31, 2006 and 2005, and the results of their operations and their
cash flows for each of the years in the three-year period ended December 31, 2006, in conformity with U.S. generally accepted
accounting principles.

As described in Note 1 to the consolidated financial statements, effective December 31, 2006, the Company adopted Statement of
Financial Accounting-Standards {SFAS) No. 158, Employers’ Accounting for Defined Benefit Pension and Other Postretirement Plans - an
Amendment of FASB Statements No. 87, 88, 106, and 132R, which changed the method of accounting for pension and postretirement
benefits, and effective October 1, 2005, the Company adopted SFAS No. 123R, Share-Based Payment, modifying the method of
accounting for share-based compensation.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board {United States), the
effectiveness of FMC Technologies, Inc.'s internal control over financial reporting as of December 31, 2006, based on criteria established
in Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO},
and our report dated February 28, 2007 expressed an unqualified opinion on management’s assessment of, and the effective cperation of,
internal control over financial reporting.

KPmc LLP

Chicago, Illincis
February 28, 2007

Management’s Annual Report on Internal Control over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial reporting, as such term is
defined in Exchange Act Rules 13a-15(f). Our internal control over financial reporting is a process designed under the supervision of the
Chief Executive Officer and Chief Financial Officer to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of our financial statements for external purpases in accordance with generally accepted accounting principles. Under the
supervision and with the participation of our management, including our principal executive officer and principal financial officer, we
conducted an evalualion of the effectiveness of our internal control over financial reporting based on the framework in Internal Control -
Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission. Based on our evaluation
under the framework in Internal Control — Integrated Framework, our management concluded that our internal control over financial
_reporting was effective in providing this reasonable assurance as of December 31, 2006. During the quarter ended December 31, 2006,
we enhanced our control procedures to ensure compliance with our debt covenants and proper presentation of our financial statements,
We believe the redesign is an enhancement to our internal control over financial reporting providing greater assurance that potential risks
in financial statement preparation are mitigated. Other than the change in controls described above, during the quarter ended December
31, 2006 there were no changes in our internal control over financial reporting that have materially affected, or are reasonably likely to
materially affect, our internal control over financial reporting.

Our management’s assessment of the effectiveness of our internal control over financial reporting as of December 31, 2006 has been
audited by KPMG LLP, an independent registered public accounting firm, as stated in their report which is included herein.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
The Board of Directors and Stockholders of FMC Technologies, Inc.:

We have audited management's assessment, presented in Management’s Annual Report on Internal Control over Financial Reporting, that
FMC Technologies, Inc. maintained effective internal control over financial reporting as of December 31, 2006, based on criteria established
in Internal Control—Integrated Frumework issued by the Committee of Sponsoring Organizations of the Treadway Commission {the
COSO criteria). FMC Technologies, Inc.’s management is responsible for maintaining effective internal control over financial reporting
and for its assessment of the effectiveness of internal control over financial reporting. Qur responsibility is to express an opinion on
management’s assessment and an opinion on the effectiveness of the Company's internal control over financial reporting based on our
audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal control over financial
reporting was maintained in all material respects. Our audit included obtaining an understanding of internal control over financial
reporting, evaluating management's assessment, testing and evaluating the design and operating effectiveness of internal control, and
performing such other procedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable
basis for our opinion.

A company's internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles. A company's internal control over financial reporting includes those policies and procedures that (1) pertain to the maintenance

of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company;

{2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance
with generally accepted accounting principles, and that receipts and expenditures of the company are being made only in accordance
with authorizations of management and directors of the company; and (3) provide reasonable assurance regarding prevention or timely
detection of unauthorized acquisition, use, or disposition of the company's assets that could have a material effect on the

financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of
any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in
conditions, or that the degree of compliance with the policies or procedures may deteriorate.

In our opinion, management's assessment that FMC Technologies, Inc. maintained effective internal control over financial reporting as of
December 31, 2006, is fairly stated, in all material respects, based on the COSO criteria. Also, in our opinion, FMC Technologies, Inc.
maintained, in all material respects, effective internal control over financial reporting as of December 31, 2006, based on the

COSO criteria.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board {United States), the consolidated
balance sheets of FMC Technologies, Inc. and consolidated subsidiaries as of December 31, 2006 and 2005, and the related consolidated
statements of income, cash flows and changes in stockholders’ equity for each of the years in the three-year period ended

December 31, 2006, and our report dated February 28, 2007 expressed an unqualified opinion on those consclidated financial statements.

KPMce LP

Chicago, lllinois
February 28, 2007
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Selected
Financial Data

The following table sets forth selected financial data derived from our audited financial statements. Audited financial statemants for the
years ended December 31, 2006, 2005 and 2004 and as of December 31, 2006 and 2005 are included elsewhere in this report. In December
2006, we reclassified the results of operations of two business units to income (loss) from discontinued operations. The business segments
affected were Energy Production Systems and FoodTech.

Years ended December 31

( ($ 1n millions, except per share data) 2006 2005 2004 2003 2002

Revenue: .
Energy Production Systems $2.249.5 | $1,7705 | $1,2701 | $1.0403 | $ B63a
Energy Processing Systems 672.3 521.8 493.3 431.7 395.9
Intercompany eliminations {1.3) (3.0) {10.7) {2.8) {1.4}

Total Energy Systems 2,920.5 2,289.3 1,752.7 1,469.2 1,257.6
FoodTech 533.4 531.5 511.6 502.9 472.5
Airport Systems 344.0 327.3 279.8 224.1 245.1
Intercompany eliminations {7.2) (8.8) {8.3) {6.8) {5-3}
Total revenue $3.7907 | $13139.3 | $2,5358 | $2.1894 | $1,960.9
Cost of sales $30264 | $25415 | $2,0282 | $1,735.9 | 51,5600
Goodwill impairment — — 6.5 — —
Selling, general and administrative expense 410.4 361.3 329.2 302.8 265.4
Research and development expense 49.9 48.1 46.2 42.4 45.3
Total costs and expenses 3.486.7 2,050.9 2,410.3 2,085.1 1,879.7
Net gain (loss) on disposal of assets 1.2 29.6 {0.8) (o.1) [}
Minority interests ; (2.5} {3-5) Q.1 (1.8) (2.2)
Income from continuing operations before

net interest expense and income taxes 302.7 214.5 125.0 102.4 88.8
Net interest expense 6.7 5.5 6.9 849 12.5
Income from continuing operations before income taxes 296.0 209.0 1181 93.5 76.3
Provision for income taxes 84.5 775 26.5 26.6 22.0

Income from continuing operations before

. the cumulative effect of accounting changes 211.5 1315 g1.6 66.9 54.3
' Income (loss) from discontinued operations, net of income taxes 64.8 {25.4} 25.1 2.0 3.5
Income before the cumulative effect of accounting changes 276.3 106.1 116.7 68.9 57.8
Cumulative effect of accounting changes, net of income taxes — - — — {193.8)
| Net income (loss} $ 2763 | § 1060 $ 1167 [ % 689 | $ (1360}
|
|
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Years Ended December 31

r ~
{$ In millions, except per share data) 2006 2005 2004 2003 2002
Diluted earnings {loss) per share:
Income from continuing operations before
: the cumulative effect of accounting changes $ 301 (% 18(3% 132|% 1003 ob
' Diluted earnings (loss) per share $ 394 (3% 150 % 168 % 103 | $  (203)
‘ Diluted weighted average shares outstanding 70.2 70.8 69.3 66.9 66.8
Common stock price range:
High 5 71331 % 4378 % 3450 | $ 2460 $ 2383
Low $ 4500 | $ 2905| % 2197 | $ 1794 | $ 1430
| Cash dividends declared $ — 1% —1 3 — | % — 13 —
As of December 31
[ 2006 2005 2004 2003 2002 )
Balance sheet data:
Total assets $24878| %$20956% % 1,8039 ] % 1,507.1 | § 1,3828
Net debt {1) $ 1389 | % w030 5 300| % 1925]| % zo025
Long-term debt, less current portion $ 2126 | % 2526 ( % ibog | % 2011 3 1754
Stockholders’ equity $ 886o| $ 6995 $ 6622 % 4433 | 3 3140 |
Years Ended December 31
[ 2006 2005 2004 2003 2002 )
Other financial information:
Capital expenditures $ 1386 (3 o918 [$ 475 |$ 622 (%3  6Ba
Cash flows provided (required) by operating activities of continuing
operations $ 1567 |$3 (556) |$ 1557 |3 1399 |3 1287
Segment operating capital emptoyed (2} $ 12029 (% go56 [$ 7368 |3 7287 |3 6398
Order backlog {3) $ 26535 |$ 18862 |$ 15304 |% 10080 |3 8987
Return on investment (4} 21.2% 16.5% 13.8% 12.0% 10.1%

r
{1) Net debt consists of short-term deb, fong-term debt and the current portion of long-term debt less cash and cash equivalents. Net debt is a non-

GAAP measure that management uses to evaluate our capital structure and financial leverage.

{2) We view segment operating capital employed, which consists of assets, net of liabilities, as the primary measure of segment capital. Segment

operating capital employed excludes corporate debt facilities and investments, pension liabilities, deferred and currently payable income taxes and

LIFO reserves.

(3} Order backlog is calculated as the estimated sales value of unfilled, confirmed customer orders at the reporting date.

{4} Return on investment {"ROI") is calculated as income from continuing operations before the cumulative effect of accounting changes plus after-tax

interest expense as a percentage of total average debt and equity. The calculations of 2005 and 2004 ROI use adjusted income, a non-GAAP measure.

e S
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Reconciliation of
Non-GAAP Measure

Below is a reconciliation of the nen-GAAP measure to the most comparable GAAP measure:

[ Year Ended
December 31, Per Diluted
{$ n millions, except per share data} 2001 Share
Income from continuing operations before the cumulative effect of a change in
accounting principle (CAAP measure) $ 32.6 3 .49
Plus: Restructuring and asset irpairment charges, net of income taxes 10.4 0.16
Plus: Income taxes related to our separation from FMC Corporation 8.9 0.14
Less: Pro forma incremental interest expense, net of income taxes {4.7) {o.07)
Adjusted income from continuing operations (non-CAAP measure) $ 47.2 $ Q.72
.
-
Year Ended
December 31, Per Diluted
{$ In millions, except per share data) 2004 Share
Income from centinuing operations (CAAP measure} $ 91.6 $ 132
Plus: Goodwill impairment charges, net of income taxes 6.1 0.09
Adjusted income from continuing operations {non-GAAP measure} ) 97.7 $ 1.41
Year Ended
December 31, Per Diluted
($ In millfons, except per share data) 2005 Share
income from continuing operations {GAAP measure} $ 131.5 3 1.86
Plus: Income taxes related to JOBS Act 25.5 0.316
Less: Gain on disposal of investment, net of income taxes {15.4} (0.22)
Adjusted income from continuing operations (non-GAAP measure) $ 1416 ¥ 2.00

Management reports its financial results in accordance with GAAP. However, management believes that certain non-GAAP measures utilized

for internal analysis provide financial statement users meaningful comparisons between current and prior period results, as well as

important information regarding performance trends. This non-GAAP financial measure may be inconsistent with similar measures

presented by other companies. Non-GAAP measures should be viewed in addition to, and not as an alternative for, the Company’s

reported results.
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